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TWENTY-FIRST ANNUAL FINANCIAL STATEMENT 







MICHIGAN MUTUAL LIABILITY COMPANY 


OF DETROIT 


Fiscal Year Ending December 31, 1932 


This statement is prepared strictly in accordance with the conservative requirements of the 
Michigan Department of Insurance, hence is on a liquidation bas:s. 


Assets or Resources 


Cash and Liberty Bonds........$ 315,082.10 
Cash is in Michigan's leading banks, and Liberty 
Bonds are unquestionable national obligations. 

Municipal Bonds . 


Valued strictly in accordance with the rulings of 
the Michigan Commissioner of Insurance. 


1,430,345.08 


Liabilities and Surplus 
Indemnities on Adjusted Claims. .$ 945,221.89 


Reserved for losses not yet due and computed as 
required by the Michigan Reserve Statute. 
Unearned Premiums........... 
Reserved for service yet to be rendered on unex- 
pired policies and computed as required by Michi- 


890,522.01 





Industrial and Bank Stocks 64,150.00 gan Reserve Statute. 
wv Ca ta grade listed industrial and bank Unpaid Accounts of All Kinds. < 62,500.00 
Real Estate and Buildings. ; 275,000.00 Reserved for current we not yet due. 
Conservative official appraisal of our Industrial Voluntary Contingent Reserve. — 250,802.54 
Hospital and of our Home Office Site. Reserved for any poss:ble future fluctuations in 
re security values. All securities valued rictl 
Real Estate Investments ; . l 34,586.43 ra porn with Ge ales at oe Michigan 
Residential properties acquired by mortgage fore- Commissioner of Insurance. 
sure and either leased or sold on land contract. : pote 
Appraised at December 31 values. Total Liabilities ...... ......92,149,046.44 
Real Estate Mortgages. . . Me 531,172.74 Guarantee Reserve Fund..... $539,837.48 
Seasoned first liens on improved property only. Pure Surplus Va ots oe wae ewan 806,270.06 
Premiums in Course of Collection 691,795.09 Surplus as Regards Policyholders......... 1,346,107.54 
Chiefly for services yet to be rendered. Our bad 
account loss averages less than 1 per cent. in — ” 
Bills Receivable............ 3,270.06 Our Dividends Are Yours 
Secured by deposits in Guarantee Reserve Fund Total Dividends Declared. . $4,187,841.71 
and by other reserves. a Ps Pure Surplus ase is ; 806,270.06 
Accrued Interest on Securities 49,752.48 Total Dividends and Surplus $4,994,111.77 
Not yet payable. 
TOTAL RESOURCEFS....... $3,495,153.98 TOTAL RESOURCES....... $3,495,153.98 
Voluntary Contingent Reserve ($250,802.54) and Surplus as Regards Policyholders, $1,596,910.08 
1928 1929 1930 1931 1932 
es ie ee Pe OR ND 5: 5c: cin. edgier d foes dane me oe eee ee 158% 161% 168% 169% 171% 
Ratio of Surplus as regards Policyholders to Net Premium Writings.... 44% 43% 57% 757% 83% 


Valuation of all securities has been determined in accordance with rulings of the Michigan Commissioner of Insurance 


Total Dividends to Policyholders, $4,187,841.71 
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MICHIGAN 


LIABILITY * 
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COMPANY 





iar a (>) WO Re Reins 
an eet ore an 
Dividend Paying _ Pinsidoue $4,000,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio 


Fort Wayne, Ind. 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 


Other Casualty Lines 
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THE MILL MUTUALS ARE GENERAL FIRE INSURANCE CARRIERS 


@ The mutual principle 
gains with each genera- 
tion because in practice 
it has proved its point. 
The 180 year back- 
sround of mutual fire 
insurance is beyond 


argument. 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co..... . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co.......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 


Millers National Insurance Co................. Chicago, Ill. 





THE 



































ILL 
MUTUALS 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. tt Chicago, IIl. 


A service organization maintained by the 
Mill Mutuals. 
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MARINE INSURANCE 


OCEAN—INLAND—YACHT 





Transportation Insurance On A Mutual Basis 


This Company is the largest in the United States writing exclusively Ocean Marine, 
Yacht, Inland Marine and Transportation Insurance on a Mutual Cash Participating 
plan. The profits revert to the assured. Policies are non-assessable; no policyholder 
being liable to the Company except for the payment of the premium. Its policy offers : 
safe and economical protection. s 


Latest Dividend 15% . 


LOSSES PAID IN EXCESS OF $185,000,000 i 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 E 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 


CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 


BOSTON CLEVELAND 


PHILADELPHIA 























wr effectiveness of an idea,” 

said Andrew Carnegie, “may 
be judged not by its ingenuity 
but by the expediency with which 
it is carried out.” 


Prevention of accident is not | 


a new thought in insurance prac- 
tice. But it is one that mutual 
companies have been more and 
more concerned with year after 
year. 








Mutual companies have invest- 
ed time, thought and money in 
accident prevention. This work 
has taken the form of research; 
printed material to policyholders 
through the mails; talks to 
groups; posters; bulletins; train- 
ing of company representatives; 
cooperation with governmental, 
state and municipal bodies. 


The general public benefits 











This extension of the scope of insurance from this work and mutual policyholders 
service has a natural and basic appeal to profit directly since prevention of accident 
mutual management. It is a practical mani- is one tangible factor in producing the mil- 
festation of the fundamental mutual prin- lions of dollars of dividends they receive 
ciple of “reducing the cost by reducing the annually. 
loss.” 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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HON. CHARLES E. GAUSS 


COMMISSIONER OF INSURANCE 
STATE OF MICHIGAN 


New to the world of insurance, but seasoned in business, banking and politics, the 
incoming Commissioner of Insurance is expected to carry on the fine tradition of insurance 
administration existing in the state. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


Gauss New 
Michigan 
Commissioner 


CHARLES. E. 
GAUSS, prominent 
business man of 
Marshall, was ap- 
pointed by Governor William A. 
Comstock as Commissioner of Insur- 
ance, succeeding Charles L. Living- 
ston. 


Mr. Gauss is possessed of extensive 
business experience, particularly in 
the banking and medicine manufac- 
turing fields. He has never been 
connected with the insurance busi- 
ness. Mr. Gauss has not been active 


in business of late years except as ' 


a director of the Marshall First 
National Bank. He has been active 
in Democratic party councils for 
years and has been a leader in civic 
enterprises in his own home commu- 
nity where he is regarded very highly. 
He was a candidate for Congress at 
the November election but lost by a 
relatively small margin to the Repub- 
lican incumbent, Joseph Hooper of 
Battle Creek. 


Adopt Plan for 
Research Into 
Rural Insurance 


A REPORT on 
the scope and 
method of re- 
search to be fol- 
insurance has been released by the 
Social Science Research Council. 
The objectives of the report are to 
outline the subject ; to show its rela- 
tionship to other parts of the general 
insurance field on the one hand and 
to other parts of agricultural econom- 
ics on the other. The Social Science 
Research Council represents a num- 
ber of bodies which are furthering 
research development in the social 
sciences through planning and financ- 


ing specific investigations. Its mem- 
bers are: The American Anthrop- 
ological Association, the American 
Economics Association, the American 
Historical Association, the American 
Political Science Association, the 
American Statistical Association, the 
American Sociological Association. 

Thesinsurance research report is 
edited by John D. Black, a Harvard 
professor of Economics. Among 
the contributors are S. Bruce Black, 
the president of the Liberty Mutual, 
G. Wright Hoffman, professor of In- 
surance at the Wharton School of 
Finance, V. N. Valgren, senior agri- 
cultural economist of the United 
States Department of Agriculture, 
and Hubert W. Yount of the Liberty 
Mutual. 


International THE Seventh Gen- 
Chamber Meets eral Congress of 
in Vienna on the International 
May 29th Chamber of Com- 

merce will assemble 
at Vienna, Austria, during the week 
of May 29—June 3, 1933. Prelimi- 
nary estimates indicate that more than 
a thousand men of affairs from some 
forty countries will attend the meet- 
ing. The proposed World Monetary 
and Economic Conference, the date 
for which has not yet been deter- 
mined, will be dealing with the same 
general questions, which should give 
to the coming meeting of the Inter- 
national Chamber added importance. 
The restoration of the gold standard, 
the abolition of foreign exchange 
controls, balance in public budgets, 
reparations and inter-governmental 
debts, are some of the questions to be 


considered in the monetary field; the 
elimination of the system of quotas, 
licenses, surtaxes, and similar bar- 
riers to trade arising largely from 
monetary instability and currency 
depreciation ; positive and liberal ac- 
tion in the reduction of tariffs and 
the adoption of effective commercial 
treaty policies; consideration of 
methods by which the present malad- 
justment in the prices can be cor- 
rected ; these are some of trade prob- 
lems with which the Governmental 
Conference will deal. All of these will 
also be up for discussion at the meet- 
ings of the International Chamber. 


Arrangements have been completed 
for the American delegation to sail 
on the S. S. Leviathan, leaving New 
York May 16th. A short tour of 
Germany before the opening of the 
congress has been arranged and for 
those who wish to make an extended 
stay comprehensive tours of Europe 
have been arranged. 


Farm Moratorium THE announce- 
Affects Insurance ment by a num- 

ber of life in- 
surance companies that no attempt 
would be made to foreclose on 
farm mortgages in the near fu- 
ture has been widely praised by busi- 
ness and financial authorities. It 
should be pointed out that this pri- 
vate moratorium on the part of the 
insurance companies is possible with- 
out seriously affecting their sound- 
ness. On June 30, 1932, insurance 
companies had one billion nine hun- 
dred sixty million dollars in farm 
mortgages, which was a little more 
than 10 per cent of their entire in- 
vested assets. The amount held by 
the insurance companies is 21.6 per 
cent of the estimated total of nine 
billion two hundred million mort- 
gages on farm land. A very interest- 
ing discussion of the problems which 
this moratorium raises will be found 
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in Bradstreets Weekly of Feb. 4th. 
The publication says in part: 


“The significance of the voluntary moratorium must 
be considered in the light of the position in which 
it placed the insurance companies. They now have 
a more direct stake in agricultural welfare than they 
ever had had before. Since the current inability of 
the farmer to meet his obligation is due to the rapid 
failure of the commodity prices, it follows that he 
cannot be expected to resume his burdens unless his 
capacity to do so improves. This leaves the insurance 
companies one of three options. They may remain 
entirely passive and follow a waiting policy in the 
hope that conditions will improve sufficiently to 
restore their investments. This cannot take place 
unless commodity prices improve substantially. The 
second policy would be based upon the assumption 
that present price levels will continue for some time 
and that adjustment must be made which will permit 
the survival of the farmer. This would require a 
drastic revision of the principal and interest charges 
on all outstanding debts. Possibly this could be 
accomplished under the provisions of the debt com- 
promise bills passed by the House of Representatives 
during the past week. A third alternative would call 
for positive action on some form of special farm relief 
or price inflation. A great difficulty with this choice 
is that we do not know how to bring deliberate aid 
to the farmer or raise commodity prices through 
artificial manipulation. The action of the insurance 
companies will be watched with great interest.” 


Auto Insurance A RECENT series 
Policies Differ of articles in the 
Widely Milwaukee Medical 

Times by B. E. 
Kuechle of the Employers Mutual 
at Wausau, Wisconsin, have been re- 
printed in the form of a booklet en- 
titled “Facts About Automobile In- 
surance.” It points out very clearly 
the wide differences in phraseology 
and legal meanings between the va- 
rious policies now on the market. The 
need for high limits in order to se- 
cure proper protection and the im- 
portance of the “Drive Other Cars” 
endorsement to the individual who 
has occasion to use cars besides his 
own are all pointed out. The chapter 
with reference to the exclusions 
found in many policies will be ex- 
pressly interesting to both insurance 
men and policy-holders alike, since it 
reveals many of the loopholes found 
in the contracts of a number of insur- 
ance companies. As Mr. Kuechle 
says, “The insurance buying public 
is rapidly becoming educated to the 
need of analyzing policies carefully. 
Many of the exclusions referred to 
are tolerated by the car owner only 
because he is unaware of their exist- 
ence. When insurance contracts be- 
come better understood the companies 
with broad, liberal provisions, antici- 
pating every conceivable loss to which 
a car owner may be subjected will 
enjoy a decided advantage.” 


Restrict THE right of a New 
Operations York broker to nego- 
of New York tiate a contract of in- 
Brokers surance upon property 


located outside of 
New York with an insurance com- 
pany not admitted to do business in 
this state, has been denied in a recent 
ruling by Superintendent of Insur- 
ance George S. Van Schaick. 

It has been urged that since section 
143 of the Insurance Law, dealing 
with the licensing of brokers, contains 
a provision excluding from the oper- 
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ation of such section “contracts of in- 
surance upon property located with- 
out this state,” brokers were not re- 
stricted from negotiating such con- 
tracts with unauthorized insurers. 
This view has been rejected by the 
Insurance Department. The ruling 
points out that the sole effect of such 
provision of section 143 is to permit 
contracts of the type referred to, if 
not otherwise unlawful, to be nego- 
tiated for a consideration without the 
requirement of a broker’s license. 

In this connection, attention is 
called to section 50 of the Insurance 
Law which contains a sweeping pro- 
hibition against acting for any unad- 
mitted insurer in the transaction of 
business in this state or negotiating 
for or placing a risk for any such in- 
surer, Or in any way or manner aiding 
and effecting insurance. 


World Wide A BROAD form of 
Burglary Form burglary, robbery, 
Now in Use theft and larceny in- 

surance on jewelry 
and furs has been adopted by the 
National Bureau of Casualty and 
Surety Underwriters and is now gen- 
erally available. This new coverage 
provides protection either in a com- 
bination form with residence burglary 
or in a separate policy. It will cover 
specified articles of jewelry and furs 
anywhere in the world. This broad 
coverage includes, of course, the loss 
of the specified articles by personal 
holdup and insurance on money and 
securities can be added by endorse- 
ment. 

Apparently the coverage given by 
the new form is an attempt to meet 
the broad protection now furnished 
by the inland marine companies on 
such property. Obviously, the casu- 
alty companies cannot offer the same 
protection against all risks of loss 
or damage to the insured property, 
but they are attempting to make the 
coverage which they can offer apply 
on an equally wide scale. 


Construe Wis- THE settlement of 
consin Valued fire losses for the 
Policy Law amount necessary to 

rebuild the destroyed 
premises was ruled against by Harry 
J. Mortensen, Insurance Commis- 
sioner of Wisconsin, who ordered the 
Citizens Mutual Insurance Company 
of Janesville to discontinue the use 
of an endorsement to that effect. The 
endorsement read: 

“The above settlement is made in view 
of the election of the company to rebuild 
and in view of the contention of the com- 
pany that it has such right and in full 
compromise and settlement of such ques- 
tion. as well as all other questions and 
claims of either party in connection with 
said loss.” 

Testimony was taken by the com- 
missioner On a case in which a loss 





occurred and it was shown that the 
insurance company made no attempt 
to serve the insured with notice of 
intention to exercise its option to re- 
build the destroyed property, nor was 
there any attempt made by the com- 
pany to ascertain the cost of rebuild- 
ing. In his findings the commissioner 
pointed out that the settlement ap- 
peared to have been made at an 
amount below the sum for which the 
destroyed property was insured, be- 
cause of the fact that the insured did 
not pay as much for the property as 
it was insured for. 


In his ruling Commissioner Mor- 
tensen said in part: 

“It appears from the testimony of Mr. 
Jacobs (secretary of the Citizens Mutual) 
that there can be no other object in using 
such an endorsement than that of relieving 
the company from paying the expressed 
amount for which the real property was 
insured. It can serve no other purpose. 
* * * To permit this insurance company 
to settle for an amount below the full sum 
for which the property was insured in a 
case of total loss, would, in my opinion, 
frustrate the very purpose for which the 
valued policy law was desired. 


“The commissioner holds that in case of 
total loss of real property, the amount 
for which such property was insured, im- 
mediately upon the loss, becomes the 
amount of liquidated damages to which 
the insured is entitled, that the liability of 
the insurance company carrying the risk 
becomes immediately fixed when there is 
made out a case of total destruction and 
that, upon proof of loss being furnished the 
company, it must thereafter proceed to 
pav the loss in full within the time pre- 
scribed by the policy or within thirty days 
after the proof of loss give notice to the 
insured of its intention to rebuild or re- 
place the property loss of like kind and 
quality; that if it elects to rebuild, it 
waives any right to further negotiations 
for settlement on a cash basis unless by 
agreement with the insured he might be 
willing to accept the full amount for which 
the property was insured; that the com- 
pany cannot negotiate with the insured for 
a reduction in the amount which it is ob- 
liged to pay in case of a total loss and se- 
cure an agreement with the assured that 
he will accept a less amount, without con- 
travening the valued policy law.” 


New Farm Mutual A BILL was in- 
Bill Proposed in troduced in the 
Indiana Indiana State 

Legislature on 
January 30th by Mr. Modisett and 
Mr. Ragsdale to provide for the or- 
ganization and management of farm- 
ers’ mutual insurance companies. It 
is intended to supersede the legisla- 
tion now in force and upon its pass- 
age all farm mutual, fire, hail, and 
cyclone companies organized subse- 
quent to 1870 will be governed by its 
terms. The bill provides in detail for 
the organization of farm mutual com- 
panies, and outlines definitely the 
kinds of insurance such companies 
can write. A clear cut distinction 
is made between county and state 
mutuals and it is provided that a 


ee 
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county mutual may, on attaining a 
stated size convert to the state plan 
of operation. State mutual com- 
panies having not less than $75,000,- 
000 net fire insurance or $125,000,000 
net fire and windstorm insurance in 
force and having not less than 
$200,000 surplus are given the power 
to write casualty insurance. Up to 
the present time the bill is. still 
pending. 
New York Fire FIGURES col- 
Premiums Lower lected by the New 
York Journal of 
Commerce would indicate that the 
stock fire companies operating in New 
York suffered a decline of approxi- 
mately 12'4% in their premium vol- 
ume during the last half of 1932. The 
percentage of decrease varied by 
companies, with some showing a far 
larger decline than the average, while 
other companies remain practically 
constant. The experience in New 
York is, of course, paralleled by that 
in other sections of the country and 
no locality has been exempt from a 
shrinkage in premium volume. 
Casualty Premiums THE New 
Decline in New York Y ork Insur- 
ance Depart- 
ment has noticed a marked reduction 
in casualty premiums in 1932 in its 
annual report. Due to the decrease 
in compensation premiums and the 
general tightening up of underwrit- 
ers during the first nine months of 
1932 stock companies collected casu- 
alty premiums of $188,831,000, com- 
pared with $225,516,000 for the same 
period in 1931. Most of the casualty 
and surety companies will reflect un- 
derwriting losses for 1932, according 
to the superintendent. 


John C. Harding TOHN C. HAR- 
Candidate for DING of Chicago, 


Chamber of one of the West- 
Commerce ern Managers of 
Directorship the Springfield 


Fire and Marine, 
has been selected by the stock fire 
interests of the country as candidate 
for director of the United States 
Chamber of Commerce to succeed 
George D. Markham of St. Louis. 
Mr. Harding served as President of 
the old Western Union and is now 
Chairman of the Governing Commit- 
tee of the Western Underwriters As- 
sociation and Chairman of the im- 
portant Public Relations Committee. 
His candidacy has been endorsed by 
all of the mutual organizations. 


Elect New CO i FS 
Officers of SIONER GAR- 
Commissioners F I E LD W. 


Association -R OW N.. of 
Minnesota, is the 
new president of the National Con- 


vention of Insurance Commission- 
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ers. He was elected at a meeting 
of the executive committee held 
at St. Louis on Feb. 14th. Other 
officers named are, Ist Vice Presi- 
dent, Dan C. Boney, North Carolina, 
and the 2nd Vice President, A. D. 
Dulaney, Arkansas. Jess G. Read of 
Oklahoma continues as Secretary 
Treasurer and Joseph B. Thompson, 
Missouri, as Chairman of the execu- 
tive committee. New members of the 
executive committee are FE. Forrest 
Mitchell of California, and Merton 
L. Brown of Massachusetts. The 
changes in the executive personnel 
were made necessary by the resigna- 
tion of W. A. Tarver of Texas as 
president of the National Convention, 
and the retirement of H. O. Fishback 
of Washington. 


Insurance Commis- THE National 
sioners Meeting Convention of 
Insurance Com- 
missioners will hold its regular meet- 
ing this year at the Edgewater Beach 
Hotel in Chicago, Illinois, on the 
first, second and third days of June. 
The Century of Progress [Exposi- 
tion will officially open on June Ist. 
The Commissioners will avail them- 
selves of the opportunity of attending 
Chicago’s second world’s fair. The 
American Mutual Alliance will be 
host to the Commissioners at a din- 
ner which will be served in one of 
the exposition buildings. 


ANOTHER ss skir- 
mish in the long 
standing controversy 
between the stock 
fire insurance companies and _ the 
State of Missouri over the proper 
rate for fire insurance in that state 
will be fought out in the near future. 
Attorney-General Roy McKittrick 
has instituted proceedings in the Mis- 
souri Supreme Court seeking the re- 
vocation of the licenses of a number 
of the stock companies which have 
continued to charge the 1624% in- 
crease in fire, windstorm and light- 
ning rates put into effect June Ist, 
1930, despite the fact that State 
Superintendent of Insurance Joseph 
B. Thompson had rejected their ap- 
plication for the higher rates. At the 
present time the stock companies are 
operating in the state at the higher 
rates under the protection of injunc- 
tions granted by the courts and the 
excess premiums are being im- 
pounded pending the final outcome 
of the litigation. 


Mutual Policies THE 
as Collateral the Building and 

Loan Department 
of the Auditor’s office of the State 
of Illinois had ruled against mutual 
insurance policies has been definitely 
branded a falsehood by Mr. Oscar 


Missouri Rate 
Case Active 
Again 


rumor that 
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Nelson, the Auditor of Public Ac- 
counts of the State of Illinois. Mr. 
Nelson, replying to a letter from Mr. 
Norman G. Flagg, President of the 
Illinois Association of Mutual Insur- 
ance Companies, who brought the 
story to his attention, enclosed a copy 
of a report made to him by the Chief 
Building and Loan Examiner, Mr. 
Carl H. Weber. Mr. Weber says in 
part: 

“There is absolutely no foundation 
to any rumor that this department 
has ‘ruled against’ mutual insurance 
policies. Perhaps some secretary has 
offered an alibi to this effect because 
of the fact that he himself may not 
believe that mutual policies issued by 
some certain company are satisfac- 
tory. We have always taken the 
stand that the directors themselves 
are the sole judges of security offered 
for loan. They must approve not 
only the real estate securing their 
loans, but also the abstract of title 
and the insurance policies. 

“It would ill behoove the Building 
and Loan Department to criticize any 
mutual type of organization because 
building and loan associations them- 
selves are mutual and cooperative.” 

“No doubt, many mutual insurance 
companies are better than some Old 
Line or stock companies. On the 
other hand, perhaps many stock com- 
panies are better than some of the 
mutual companies. As a matter of 
fact the largest and strongest insur- 
ance companies in the world are 
mutual companies. 

“Our examiners thoroughly under- 
stand the department’s attitude with 
respect to insurance policies and in- 
surance companies.” 

Mine Accident A LOWER accident 
Rate Lower rate in the coal mines 
’ of the United States 
for 1932 was attained than that for 
1931, when the lowest previous coal 
mine accident rate of the century was 
recorded, according to the Director 
of the United’ States Bureau of 
Mines. During the year approxi- 
mately 100,000 courses of training in 
first aid or mine rescue methods were 
given by the bureau in 702 commu- 
nities and 36 states, including Alaska, 
making a total of over 681,000 per- 
sons so trained by the bureau. 
Advocate ERNEST 


Insurance Code MER, 
in Illinois 


PAL- 
newly ap- 
pointed Superin- 
tendent of Insur- 
ance, told the House Committee of 
the Illinois legislature that he hoped 
to recodify the Insurance Code of 
Illinois and present it to the General 
Assembly for adoption at the 1935 
session. 

“It is my ambition to call in all 
interested persons during the next 
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year and a half and by the Fall of 
1934 to have a model code,” he told 
the Committee. “We should digest 
the insurance laws of the best regu- 
lated states and really study insurance 
legislation.” 


Excess Commissions THE Journal 
Demoralize Business of Commerce 

in an article by 
its insurance editor, William S. 
Crawford, has the following very 
pertinent remarks to make about in- 
surance company service: 


“When, however, either companies or 
agents who ostensibly were observing 
good practices began paying agents and 
brokers the full commission usually paid 
to members of their respective classes and 
did not require them to perform the serv- 
ices those of their classes usually per- 
formed or gave them extra compensation 
for no extra services, they began to de- 
moralize the business.” 


It is obvious that the public is be- 
coming more and more acquainted 
with such demoralization and is turn- 
ing to mutual companies in increasing 
numbers for economical and trouble- 
proof coverage. 


Define Farm THE managing com- 
Property mittee of the Farm 

Underwriters Asso- 
ciation, a stock company organiza- 
tion, has decided upon the following 
definition for farm insurance, to be 
applied in all states: 


“Farm property is defined as dwell- 
ing, barn, granary, and out-buildings 
used in connection therewith and their 
contents, also live stock, hay and 
grain in stacks, farm implements and 
machinery situated on more than 
three acres of ground and used for 
poultry, truck, fruit, live stock or 
other farm purposes, whether located 
inside or outside the corporate lim- 
its of cities, towns and villages, or 
similar property on a tract of any 
size used for any of the farm pur- 
poses designated.” The committee 
felt that credit should be given on 
existing schedules for the substitute 
of a non-combustible roof or the lay- 
ing of one over the present shingle 
roof and if that is not done a credit 
for the use of an approved spark ar- 
rester. These credits are to be five 
cents for one year, ten cents for two 
years and fifteen cents for three years, 
applying to a dwelling and household 
furniture insured specifically therein. 


Automobile STOCK and 
Premium Over mutual fire insur- 
$100,000,000 ance companies in 

the country re- 
ceived over $100,000,000 in auto- 


mobile fire premiums during 1931, 
the last year for which figures are 
available. The ratio of losses to pre- 
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miums was 56.4%, the highest during 
the last six years.' The premiums, 
losses, and ratio of losses to pre- 
miums for the six years 1926 to 1931 
inclusive, are as follows: 





Ratio 

Losses to 
Year Premiums Losses Premiums 
1926 $121,953,439.00 $60,972,865.00 49.9 
1927. 128,177,627.00  60,802,327.00 41.2 
1928  118,489,700.00  46,850,318.00 39.5 
1929 139,074,483.00  58,762,651.00 42.2 
1930 124,224,727.00  66,579,215.00 53.6 
1931  107,583,952.00  60,692,715.00 56.4 
Total 739,503,928.00 354,660,091.00 48.0 


Michigan Mutual MR. P. W. A. 
Makes Vawter FITZSIM- 
Western Manager MONS, president 

of the Michigan 
Mutual Liability Company of Detroit, 
has announced the appointment of 
Mr. Wm. A. Vawter II of Benton 
Harbor as Western Michigan Man- 
ager, with offices at 327 Michigan 
Trust Building, Grand Rapids. Mr. 
Vawter has been a director of the 
Michigan Mutual for the past fifteen 
years, and was president and general 
manager of the Baker-Vawter Com- 
pany of Benton Harbor until its con- 
solidation with the Remington-Rand 
Company of Buffalo, N. Y. The ap- 
pointee is a trustee of the Northwest- 
ern University, a director of the Peo- 
ples Savings Association of Benton 
Harbor, and a member of the Ber- 
rien County Road Commission. Mr. 
Vawter will have full charge of the 
Western Michigan Department of his 
company for Workmen’s Compensa- 
tion, Automobile Insurance and all 
other casualty lines. 

Mr. Fitzsimmons, at the same time, 
announced the appointment of Mr. 
Robert Morris as Compensation In- 
surance Supervisor for western 
Michigan, he being promoted from 
the home office staff in Detroit to the 
Grand Rapids district office. Mr. S. 
F. Coveleskie will continue to serve 
the company as Automobile Insur- 
ance Supervisor in the Grand Rapids 
district. 


A REDUCTION 
of 9.37 per cent to 
a figure of $35,- 
547,565 in the fire losses suffered 
throughout the United States in 
January was reported by the Na- 
tional Board of Fire Underwriters. 
This is $3,677,218 less than the total 
for January, 1932, which was also 
lower than the total for 1931. 


January Fire 
Losses Lower 


Permit ATTORNEY GEN- 
Deductions ERAL GOOD of Ne- 


in Nebraska braska has advised in- 

surance commissioner 
Herdman that in computing the 
tax of gross premiums collected 


in Nebraska by foreign insurance 
companies he should permit the de- 
duction of all return premiums and 
all dividends to policy holders which 
would require inclusion of premiums 
paid for reinsurance. This opinion 
reverses that issued by the former at- 
torney general. Acting on the orig- 
inal opinion Mr. Herdman had for- 
merly demanded payment of approxi- 
mately one hundred thousand dollars 
tax money not paid when the annual 
remittance was made. 


Mr. Good holds that as a dividend 
is merely a return of premium it 
should not be included as revenue any 
more than return premiums. 


Wisconsin Asks THE Wisconsin 
Informationon Assembly has 
Insurance Salaries passed a _ resolu- 

tion asking the 
Insurance Commissioner to report to 
it the salaries received by the princi- 
pal executives of insurance compa- 
nies. The resolution reads: 

“Resolved by the Assembly, that the Public Service 
Commission is hereby requested and directed to report 
to this House, as soon as possible, the annual salaries 
paid to the principal executives, including legal 
counsel, by the principal public service corporations 
and railroad companies operating in this state and by 
out of state holding companies which control public 
utility properties in this state. In reporting such 
salaries any allowances in lieu or supplemental to the 
nominal salary shall be included as a part of the 
salaries to be reported. Be it further resolved, that 
the Commissioner of Insurance is hereby requested 
and directed to make a similar report to the Assembly 
on the salaries paid by the principal insurance com- 
panies operating im this state, both foreign and 
domestic. Such report shall include all of the prin- 
cipal executive officers of such companies and also 
their legal counsel. Be it further resolved, that 
copies of this resolution shall be transmitted by the 
chief clerk immediately upon adoption to the Public 
Service Commission and to the Commissioner of In- 
surance as soon as possible, and that they be advised 
that if they cannot furnish the data herein called for, 
for all of the larger public service corporations, rail- 
road companies, holding companies, and insurance 
companies operating in this state, they shall supply 
this House with such data as they now have or can 
readily obtain bearing on the subject of this inquiry.” 


Massachusetts A RECENT 
Bars Advertising Massachusetts 
of Unlicensed statute, taking ef- 
Companies fect on February 
6, 1933, prohibits 
the printing or publication of certain 
advertisements of foreign insurance 
companies or foreign fraternal bene- 
fit societies that are not duly licensed 
in Massachusetts in newspapers, 
magazines, or other periodicals pub- 
lished in that state or the broadcast- 
ing of certain advertisements over 
radio stations located in the state. 
The department of insurance has 
issued a list of unlicensed companies 
which have in the past either adver- 
tised in newspapers or periodicals or 
used broadcasting stations to secure 
business in the state. All publishers 
have been notified of the new statute, 
and the Commissioner of Insurance, 
Merton L. Brown, requests that they 
determine whether any company or 
society offering advertising is duly 
licensed before publishing such ad- 
vertising. 
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Accumulated Insurance Records Have a Value Worth Fighting to Obtain 


Agents and Customer Lists 


What the Law Says Concerning Property Rights In An Insurance Business 
Built Up Over a Period of Years by a Company Representative 


HE “business” which an insur- 

ance agent builds up over a 

period of years is one of his 
most valuable assets. The value of 
the “business” is in the personal 
acquaintanceship of the agent, in the 
groove of habit which causes per- 
sons who have dealt with him to con- 
tinue their dealings with him rather 
than with some other agent, and in 
the information which the agent pos- 
sesses as to the names and addresses 
of his customers, together with such 
further details as will enable him to 
determine when is the auspicious time 
to approach them for further patron- 
age. These details will vary with the 
kind of insurance which the agent has 
for sale. In fire insurance and in 
other kinds which are renewed at 
intervals, it will consist of the dates 
of expiration of the policies previous- 
ly issued. By sending the insured 
a renewal policy at the proper time 
the agent can earn a commission with 
very little effort. In life insurance 
the birth date of the prospect is use- 
ful information. These assets of an 
insurance agent are far more import- 
ant to him than his office furniture. 
Yet the legal protection which will 
be given them is involved in consider- 
able confusion and uncertainty. 





By EDWIN W. PATTERSON 
Professor of Law, Columbia University and Author of 
“The Insurance Commissioner in the 
United States.” 

This confusion in the law is trace- 
able to several sources. First is a 
failure to distinguish between (1) 
good will, (2) the customer lists as 
physical objects, (3) the information 
contained in the lists. Second is a 
backwardness of the law in extending 
its protection to the good will and 
trade secrets of an insurance agency. 
A third source is the failure to dis- 
tinguish between the right of the 
agent as against his company, and his 
right as against other persons, such 
as a former partner in the agency 
business. Finally, one must not con- 
fuse cases involving the multiple type 
of insurance agency with those in 
which the agent represents one com- 
pany exclusively. By keeping these 
points in mind one can get a fairly 
clear picture of the law. 

The distinction between the good 
will, the customer lists, and the in- 
formation contained in the lists is 
well brought out by a Connecticut 


decision’. The plaintiff (P) and the 
1 Chamberlain v. Hemingway, 97 Conn. 156, 115 
Atl. 632 [1921]. 


Copyright, 1933, by Edwin W. Patterson. The 
substance of this article will form a section of the 
author’s forthcoming volume, “Essentials of Insur- 
ance Law.” 





defendant (D) were formerly part- 
ners in the insurance business, as 
agents for a number of fire insurance 
companies. They had taken from 
their daily reports to these companies 
information which they recorded 
chronologically so that expiration 
dates would be readily available. The 
firnt was dissolved at the instance 
of D, and a receiver was appointed 
to dispose of the assets. The court 
ordered the expiration records, with- 
out the good will, to be sold. P bid 
them in for $4,100. Then the various 
insurers appointed P and D separately 
as their agents. D began soliciting 
the former customers of the firm. In 
so doing he used (besides his mem- 
ory) two sources of information: 
Copies of the reports sent to the com- 
panies by the firm, which copies he 
obtained from the companies; and 
copies of the firm’s expiration records 
which he had made before the records 
were sold. P sought an accounting 
for the business thus procured by D. 
The court held that by buying the 
record P acquired the exclusive right 
to it as a convenient compilation and 
hence he could recover from D for 
using copies taken directly from it. 
But D had a right to resort to the 
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original sources of information, the 
company reports, and to make his 
own expiration lists from them, And 
since P had not purchased the good 
will, D was not excluded from solicit- 
ing former customers of the firm. 
Pepe 
ie THE good will of an insurance 
agency a salable asset? This 
question has arisen in a number of 
cases, and a decided majority of the 
courts have answered that it is not?. 
It is said that the relation of the in- 
sured to the agent is one of personal 
trust and confidence, which cannot be 
transferred, and that any attempt by 
the transferee to palm himself off 
on the public as the former agent 
would be a fraud which the courts 
should not encourage. For these 
same reasons other professional part- 
nerships, such as stock brokerage 
firms, have been deemed to have no 
salable good will. Curiously enough, 
lawyers, whose professional relations 
are often said (by courts and law- 
yers) to be of the most delicately 
confidential and sacred character, do 
not come under this ban. 

They continually carry on in the 
names of the dead. A few courts 
have recognized the transfer of the 
insurance agent’s good will. The 
Nebraska supreme court could see no 
reason why the good will of an in- 
surance agent was not as salable as 
the good will of a firm engaged in 
conducting a private insane asylum’, 
and accordingly held that the i:etiring 
partner was entitled to an accounting 
for this intangible asset*. A Federal 
court in New York said that a life 
insurance agency had a good will 
which it could sell, but held that the 
insurer was under no duty to make 
thé buyer its agent’. However, the 
majority view is represented by a 
Texas case which refused to allow a 
withdrawing partner anything for the 
good will of the agency®. There is 
reason to believe that the majority 
view will eventually be modified. At 
all events the active partner can bind 
the withdrawing partner not to com- 
pete after the dissolution of the firm, 
by a contract fixing reasonable limits 
to the former’s exclusive field. 

As between the insurer and its for- 
mer agent, neither has an exclusive 
right to the good will of persons who 
were induced by the agent to take the 
insurer’s policies. In the absence of 
an express provision in the agency 
contract, the agent is legally priv- 
ileged, immediately upon termination 


2?See Laube, Good Will in Professional Partner- 
ships, 12 Cornell L. Q. 303 [1927]. 

7 See Williams v. Wilson, 4 Sandf. Ch. 379 [1846]. 

*Sheppard v. Boggs, 9 Neb. 257, 2 N. W. 370 
[1879]. 

* Barber v. Connecticut Life Ins. Co., 15 Fed. 312 
‘c.c.. B.D. BW. ¥,. 16031. 

® Rice v. Angell, 73 Tex. 350, II S. W. 338 [1889]. 
vier) Dyer v. Shove, 20 R. I. 259, 38 Atl. 498 
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of the agency, to begin soliciting on 
behalf of another ‘company, those 
persons to whom he had previously 
issued policies of his former prin- 
cipal, While in a few cases the insur- 
ance company, in connection with the 
controversies over. expiration lists, 
has asked the court to enjoin the 
agent from soliciting any and all of 
its policyholders named in his daily 
reports, the claim has not been seri- 
ously urged and has been uniformly 
rejected by the courts. Such an in- 
junction, as the Supreme Court of 
Georgia observed, would restrain the 
agent “from further pursuing... the 
business of his calling among those 
with whom he might be able to do the 
best work...”". 





Professor Patterson 


UT there is one important 

limitation upon the agent’s free- 
dom to solicit the policyholders of his 
former principal: He is not priv- 
ileged to induce them to cancel pol- 
icies which he had previously sold 
them, before expiration, with the 
result that the insurer is obliged to re- 
fund the short-rate premium. In do- 
ing so the insurer loses the amount 
of the agent’s commission on the 
refund. The agent is deliberately 
“twisting” the policy and is thus de- 
priving the insurer of the benefit of 
his services for which he has been 


Stein v. National Life Ass’n., 105 Ga. 821, 827, 
32 S. E. 615 [1898]. 





fully compensated. Under these cir- 
cumstances the highest court of New 
York gave judgment for the insurer, 
against the former agent, for the 
amount of his commission (here 30 
per cent) on the premium refunded 
to the insured*. In this case the agent 
did not induce the insured to cancel 
until more than two years after the 
agency had been terminated; the 
policy, which covered steam boiler ex- 
plosion, had then about nine months 
to run. The legal basis of the deci- 
sion is not clear. The court conceded 
that after the termination of the 
agency the agent owed his former 
principal no duty of loyalty. Appar- 
ently the court read into the contract 
of agency an agreement by the agent 
to refund a part of his commission 
when he induced cancellation :— 

“The power of an agent to create 
rights by contract for his principal 
includes an implied duty to observe 
and not defeat or destroy them’. 
This view has been approved by sev- 
eral courts’® though not with unanim- 
ity". 

The meaning of this implied duty, 
like the meaning of twisting'* is 
bound to give rise to some close 
ethical distinctions, Is an honest and 
conscientious agent, who has induced 
his neighbors to take insurance in a 
company, bound to remain silent 
when he learns that the company is 
in a failing condition or that its ad- 
justment practices are unfair to 
policyholders? If he tells his patrons 
what he knows about the company 
and if they are induced to cancel 
their insurance, is he violating his 
implied duty to his former employer? 
Will the courts hold him liable for 
the refund of a part of his commis- 
sion? The Supreme Court of Geor- 
gia refused to enjoin the former 
agent of a life insurance company 
from telling policyholders of his erst- 
while principal what he had learned 
about the company, the court ap- 
parently accepting the agent’s in- 
formation as correct and his com- 
munication of it to have been in good 
faith**. If the agent’s implied duty 
is thus qualified by “good faith,” it 
becomes difficult to apply in partic- 
ular cases. 


(Continued on Page 27) 


* American Steam Boiler Ins. Co. v. Anderson, 130 
N. Y. 134, 29 N. E. 231 [1891]. 


*Same case, 130 N. Y. at p. 140. 


© Scottish Union & Nat’l. Ins. Co. v. Dangaix, 103 
Ala. 388, 15 So. 956 [1893] Strongly disapproves the 
practice; but the former agent, having taken assign- 
ments of the policyholders’ claims to unearned pre- 
miums, was not precluded, by his reprehensible con- 
duct, from collecting such claims from the company. 
See also Northern Assurance Co. of London v. Hamil- 
ton, 50 Neb. 248, 69 N. W. 781 [1897]. 


™ American Ins. Co. v. France, 111 Ill. App. 382, 
[1903]. 


12 Patterson, The Insurance Commissioner in the 
United States [1927]. 179, 325. 


13 Supra, note 7. 
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Reduced By Proper Safety Equipment 


Legal Aspects of Silicosis 


Failure of Compensation Laws to Cover Diseases Caused by Dust 
Encourages Fraud and Litigation 


T THE present time there are 

hundreds of suits against in- 

dustrial concerns throughout 
the country, predicated on silicosis. 
In the State of Illinois approximately 
200 silicosis cases are pending in the 
common law courts. Because of the 
unemployment situation and the ac- 
tivity of ambulance chasers there 
probably will be many more, with the 
resultant closing of industrial plants 
and a vast economic loss. A few facts 
with reference to the “chasing” of 
silicosis cases may be noted. 


Silicosis suits are divided into two 
classes according to the different state 
laws. The first class are under the 
workmen’s compensation acts of sev- 
eral states—California, Connecticut, 
Massachusetts, North Dakota, Wis- 
consin and the District of Columbia. 
The second will be referred to as 
common law cases, the right to sue 
being created either by common law 
or a statute. In those states where 
silicosis and kindred sicknesses are 
controlled by the workmen’s compen- 
sation act there is not so much ac- 
tivity in stirring up claims, as the 
amount to be recovered is limited by 
the statutes. Under practically all 
workmen’s compensation acts the 


By ANDREW J. FARRELL 


Legal Dept., Central West Casualty Co. 
Reprinted from Industrial Medicine 


payments are made in weekly install- 
ments, and the rights of the claimant 
are still subservient to the powers of 
the industrial commission, even after 
trial. In other words, if an award is 
erroneous as to the extent of dis- 
ability, the respondents or defendants 
can file petitions to have the same 
corrected by offering additional evi- 
dence and proof of the physical con- 
dition of the claimant. In the com- 
mon law courts, however, there is no 
limitation as to the amount to be 
recovered except in a few states where 
there is a statutory limit on recov- 
eries for death. The judgment in a 
lump sum is final after the defendant 
has appealed to the court of last re- 
sort, and it is usually paid in a lump 
sum. After the judgment becomes 
final it is impossible in practically 
all jurisdictions to change it as to 
amount, even though newly discov- 
ered evidence indicates that the con- 
dition of the plaintiff was exagger- 
ated at the trial. As the fees of am- 
bulance chasers range from one-third 
to one-half of the sum recovered, it 
can readily be seen that it is a racket 


which appeals to chasers, unscrup- 
ulous lawyers and doctors who put 
the dollar ahead of the ethics of their 


profession. 
DOD 


N various industrial centers the 

chief ambulance chaser has a rep- 
resentative. The latter might be a 
local storekeeper or a small business 
man who has connections with the 
workers in the various plants. The 
steady, consistent worker is not ordi- 
narily prey for the chaser; it is usu- 
ally the worker who has been dis- 
charged for inefficiency who is ready 
to sign a contract because he, in his 
own mind, is going to be benefited in 
at least two ways. First, his enmity 
towards his superior is appeased. 
Second, there is an opportunity to 
make a little easy money without 
working for it. Usually when a case 
of this nature is tried it is necessary 
for the plaintiff to produce as wit- 
nesses fellow employees to prove the 
conditions in the plant or factory. If 
the litigation is successful, the wit- 
nesses become plaintiffs in their own 
rights and the others act as their wit- 
nesses, and so it goes. 


Ordinarily when a _ worker or 
former worker steps into the head- 
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quarters to sign up, he is informed 
that they cannot tell whether he has 
silicosis or not, but they are willing 
to defray his expenses to an adjoining 
city where there is a special silicosis 
“clinic.” The train fare is advanced 
and the subject leaves for the “clinic” 
where he is greeted by an “eminent” 
specialist. His history is recorded, a 
clinical examination is made, x-rays 
are taken of his chest, and after much 
deliberation he is called into the office 
of the specialist and informed that he 
has silicosis either in the ante-pri- 
mary, the primary, or the secondary 
stage, but that he should not be overly 
alarmed. The contract is signed 
shortly thereafter. The supposed 
“clinic” is operated by a doctor who 
specializes in testifying in court as 
an expert on almost any phase of 
medicine or surgery. A night with 
the authorities on .any particular 
phase of medicine or surgery is 
enough to provide sufficient ideas for 
such gentlemen to qualify. After the 
contract is signed the man goes back 
home and awaits developments. He 
goes back, however, with all the 
symptoms of silicosis, skillfully made 
a part of him by suggestions on the 
part of the doctor. In many states 
it is possible to start what is known 
as a “poor person’s” suit, without 
the payment of a filing fee. This is 
accomplished by the execution of an 
affidavit of poverty by the plaintiff. 
The doctor will take a gamble on the 
judgment to be obtained, for his fee. 
Hence the only expenditure is for 
railroad fare, and that is advanced. 


The activities of the ambulance 
chasers in these cases would fill a 
book, but further comment on the 
details will only serve to divert from 
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the theme. In leaving this subject it 
might be mentioned that there is con- 
siderable activity in some of the coal 
fields in various parts of the country 
at this time, and if something is not 
done to control this situation by legis- 
lation, the ramifications of this new 
“racket” will be far-reaching, and an- 
other load on our already taxed and 
overburdened industries. 


ow 


HERE is rarely a defense in a 

court of law to a well prepared 
silicosis case regardless of whether 
the plaintiff has silicosis or not. This 
statement may be astounding to the 
reader, but a little explanation will 
be conclusive of its truth. It is al- 
ways a question of fact for a jury as 
to whether or not the plaintiff has 
silicosis and whether or not it resulted 
from conditions in the plant or fac- 
tory in which he was working. Where 
does the jury get the facts? From 
the witnesses. And where do the 
witnesses come from? The plaintiff 
produces witnesses to prove his con- 
tentions and theories and the de- 
fendant produces witnesses to nega- 
tive the testimony of the plaintiff’s 
witnesses or to establish the con- 
trary facts. Included in the witnesses 
for the plaintiff will be a doctor or 
doctors who will testify that from a 
clinical and x-ray examination they 
are of the opinion that the plaintiff 
has silicosis and farther, that it re- 
sulted from working conditions in 
the defendant’s plant or factory. The 
working conditions are described by 
the plaintiff and four or five of his 
fellow workers. If it isn’t silicosis, 
it is tuberculosis superinduced by sili- 
cosis, or tuberculosis aggravated by 


Anthracosis Results From Breathing Coal Dust 


silicosis. Exhibit “A”, the plaintiff 
himself, if he has a sickly appear- 
ance, has more influence on the sym- 
pathetic jurors than have all the 
medical experts from here to the 
North Pole. Incidentally the kindly 
souls of jurors are so stirred up by 
the tales of expert witnesses with 
their mysterious phrases, x-rays and 
general display that the case is mag- 
nified in importance to such an extent 
that the jurors become very, very 
generous with the defendant’s money 
and go home satisfied that they have 
done their little deed for humanity, 
completely oblivious to the part they 
are contributing to the burden on in- 
dustry. This is exemplified by ver- 
dicts in silicosis cases ranging from 
$10,000 to $50,000. The most ca- 
pable, persuasive defense trial lawyer 
in the country cannot stop the on- 
slaught of a heavy verdict when the 
facts are fully presented by a clever, 
cunning lawyer for the plaintiff, and 
in most of the bad cases such a law- 
yer will appear—as the ambulance 
chasing lawyer is smart enough to 
call in as his associate to try his case, 
the most appealing jury lawyer that 
is agreeable to try the matter. The 
foregoing is only a part of the ramifi- 
cations of silicosis claims. It would 
take several volumes to cover the 
situation fully, which is not neces- 
sary here, the main purpose of this 
article being to make the danger of 
the situation apparent to those inter- 
ested. 
DOD 

NDUSTRY is concerned with the 

arrest and prevention of silicosis. 
Industry is also interested in prevent- 
ing fraudulent silicosis claims and in 
the control of the situation so that 
compensation for such a condition is 
fair and not unduly excessive as it 
now is where the remedy is at com- 
mon law. The arrest and prevention 
of silicosis will be left to the medical 
profession. The correction of the 
situation, from a legal standpoint, is 
in the hands of the state legislatures. 


The only way the legal situation 
can be corrected is by proper legisla- 
tion, and the burden is on industry 
to see to it that proper bills are placed 
before the various state legislatures 
and that they are enacted into laws. 
It will be necessary first, that silicosis 
and kindred sicknesses are taken out 
of common law and put clearly within 
the jurisdiction of the industrial com- 
missions of the various states. 


There are many benefits to be de- 
rived from placing silicosis under the 
workmen’s compensation acts. There 


(Continued on Page 31) 
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Without the Spread of Risk Furnished by Reinsurance a Single Major Fire Might Ruin a Company 


Reinsurance In the Fire Field 


An Analysis.of Those Elements In the Insurance Structure Which 


Make Reinsurance 


HE fundamental purpose of 
insurance is to protect an in- 
dividual, firm or corporation 
against a possible loss which, if it 
occurs, would represent a serious or 
unbearable drain upon the assets of 
the insured, although the amount of 
damage would, if averaged over all 
of those subject to the possibility of 
loss, represent a sum which each one 
could easily pay. From records of 
past experience the average is com- 
puted with fair accuracy, which, when 
proper provision has been made for 
the expenses of the company in col- 
lecting and distributing the funds, 
represents the rate charged by the 
insurance company. It is obvious that 
the energies of the management are 
directed toward securing a better ex- 
perience than the average. This they 
do by careful selection of risks, by 
refusing to provide insurance on cer- 
tain types of property where they do 
not believe the rate reflects the true 
possibility of loss, by inspections of 
the property insured and by attempt- 
ing to teach their policyholders the 
advantages of fire prevention. At 


Necessary; Its History and Its Ramifications 


By MARTIN CULLERTON 


the same time they must see that 
nothing hinders the operation of the 
law of averages in their favor. They 
must insure a reasonably large num- 
ber of risks, and the larger the num- 
ber the less the possibility of the 
losses they sustain differing from the 
average. If it is possible the amount 
of loss which can be suffered by the 
company on each risk should be ap- 
proximately uniform, since otherwise 
a single loss might be enough to up- 
set the averages on which the rate is 
based and stability in the cost of in- 
surance would be lost. The possibil- 
ity of a single loss or a single catas- 
trophe causing an abnormal drain on 
the company’s funds must be guarded 
against by some means. 


Most of these ends are attained by 
careful underwriting but often it is 
not desirable to limit the amount of 
liability which the company is willing 
to accept on business which has been 
secured by its agent or representa- 
tive. A company finds it hard to 
secure agency representation if it is 


unwilling to accept lines as large as 
those taken by its competitors, and 
its insureds are seldom pleased when 
they must secure additional protec- 
tions in another company. Again, 
there may be a concentration of ex- 
cellent risks within a comparatively 
small district subject to the conflagra- 
tion hazard and to limit the company’s 
liability strictly will lead to the loss 
of much good business. The answer 
to these and other more complex 
problems is found in reinsurance. 


Qown 


UAL purposes of reinsurance 

are (1) to make it possible for 
the company to provide insurance 
protection for concentrations of prop- 
erty without the danger that a single 
loss may wipe out all accumulated 
funds and render the company in- 
solvent. (2) To stabilize the cost of 
insurance by reducing the net liabil- 
ity of the company on every risk to 
an amount which will provide sub- 
stantial uniformity of risk. For 
example, let us imagine that a com- 
pany insures one thousand dwelling 
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houses for $3000 each and ten others 
for $30,000 apiece. Assume that ex- 
perience has shown that one house in 
a hundred burns each year and that 
a rate of $1.00 per hundred will 
cover the loss cost. The underwriter 
assumes that at least ten of the in- 
sured houses will be destroyed by 
fire. The first year ten of the small 
houses burn, with a loss of $30,000. 
The company is insuring $3,300,000, 
so each policyholder will have an 
actual loss cost of 91c per hundred 
dollars of property insured as com- 
pared with the dollar collected. The 
next year, however, three of the large 
houses go up in smoke, together with 
four of the smaller ones. Although 
there are three fewer losses the total 
amount which must be paid is $102,- 
000, or a loss cost of $3.10 per hun- 
dred dollars of property insured. Due 
to the fact that proper provisions to 
secure uniformity of risk were not 
taken, a very heavy burden has been 
imposed on the company. The care- 
ful underwriter would have reinsured 
the excess over $3,000, or at least 
over $5,000. Even at the latter net 
retention the net loss to the company 
in the second year would have been 
$27,000 instead of $102,000. Of 
course, it would be necessary to pay a 
premium to the reinsurance company 
or companies which assumed the ex- 
cess liability on the large houses but 
the direct writing company could 
have reinsured at the same rate as it 
charged and still make money each 
year. 


> 


ET us suppose further that our 

imaginary company has a very 
efficient agent in one city who starts 
to write a large volume of dwelling 
house risks. The underwriter at the 
home office refuses to carry more 
than $15,000 in any one block but 
soon he has his limit in ten or twelve 
blocks in one section of the city. It 
is subject to conflagration, with a 
substantial number of shingle roofs, 
no fire barriers and only a fair fire 
department and water supply. A 
single fire could therefore cause the 
company a loss of $150,000, prob- 
ably enough to leave it bankrupt. 


In order to properly protect the 
company the underwriter will secure 
excess reinsurance, under which the 
reinsuring company agrees to pay all 
losses suffered by the direct writing 
company in one conflagration which 
are over $30,000, the excess policy 
having a limit of $100,000. 


These examples illustrate, in the 
simplest terms, the way in which fire 
reinsurance works. They indicate 
how necessary reinsurance is for a 
company doing a widespread, aggres- 
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sive business. As a matter of actual 
practice, most small fire insurance 
companies reinsure from a half to a 
third of their business. The larger 
companies, in view of their greater 
resources, retain a greater part of 
their premium volume, but seldom re- 
insure less than one-tenth. 


SOS 
History of Reinsurance 


EINSURANCE is no new in- 
invention of ingenious moderns 
anxious to do more business safely 
on a relatively small amount of sur- 
plus. It goes back to the days when 
the Venetian merchant secured a bot- 
tomry loan on his cargo before set- 
ting sail for the Golden Horn. If the 
cargo was very valuable a number of 
the underwriters would share the 
coverage between them. Often be- 
fore a voyage was finished the under- 
writer would feel that prudence 
called for a lessening of his liability 
and would seek to reinsure it, at a 
higher rate if necessary. Reinsurance 
was practiced at London Lloyds 
almost from its origin, and today a 
large part of Lloyds’ business consists 
of reinsurance. The direct writing 
fire companies at first attempted to 
meet their problems by limiting very 
strictly the amount of their liability 
on any risk or in any locality subject 
to conflagration. The tremendous 
expansion in property values which 
resulted from the industrial develop- 
ment of the nineteenth century 
caused a direct shortage of insur- 
ance cover in many places. Suf- 
ficient underwriting capacity could 
not only be secured by calling in all 
available companies and this was most 
easily accomplished through reinsur- 
ance. The need for reinsurance pro- 
tection was emphasized by a number 
of conflagrations, which were usually 
followed by the failure of companies 
by the score. The New York and 
Chicago fires are cases in point. 
Early in the nineteenth century the 
direct writing companies, both here 
and in Europe, began the regular 
making of treaties for the handling 
of reinsurance. About the middle of 
the century a number of distinctly 
reinsurance companies were set up, 
usually offshoots from a direct writ- 
ing company. Most of these com- 
panies were founded in Central 
Europe and until the Great War the 
German and Russian companies furn- 
ished reinsurance facilities to the 
world. This source of reinsurance 
was cut off by the war and replaced 
to some extent by the organization 
of American companies. At the 
present time the American and alien 
companies share the field rather 
equally. 











Despite the development of profes- 
sional reinsurers, who preferred to 
work under obligatory treaties, the 
direct companies had developed their 
own reinsurance facilities. Most of 
the early treaties were on a facul- 
tative basis and many of them were 
reciprocal. The compulsory agree- 
ment gradually superseded it among 
the stock companies, and is now gen- 
erally used. On some particular lines 
the companies have formed reinsur- 
ance or underwriting pools. A large 
amount of the coverage on cotton, 
grain and oil is furnished by such 
organizations, which provide machin- 
ery for automatically allotting a de- 
termined percentage of any line writ- 
ten to each company which is a mem- 
ber. The mutual companies have for 
the most part retained the faculta- 
tive treaty, due to the emphasis they 
place upon underwriting. 


Ba io ag 
Kinds of Reinsurance 


HE theory on which reinsurance 

is based would indicate that such 
coverage is for the benefit of the 
ceding company and that it should be 
forced to make some concession to 
the accepting company, if concessions 
must be made. In practice, however, 
reinsurance has been fairly profitable 
for the accepting company and as a 
natural result there is strong solicita- 
tion of such treaties, particularly 
where the direct writing company has 
a good underwriting reputation and a 
consistently low loss ratio. The ab- 
sence of any standard forms and the 
desire of the accepting companies to 
please makes it possible to secure 
a wide variety of contracts, the rate, 
of course, varying with the protection 
afforded. 

The major division is into two gen- 
eral types, share and excess. They 
are roughly defined as: 

Share Reinsurance—the reinsuring 
organization accepts a stipulated pro- 
portion of the risk, and this propor- 
tion is applicable to premiums and 
losses, as well as to salvage. 

Excess Reinsurance—the reinsur- 
ing organization is not liable at all 
unless the loss exceeds a stipulated 
amount, and is entirely liable for all 
loss over that amount up to a stated 
limit. This type is sometimes known 
as catastrophe insurance. 

Share reinsurance is written in 
three general ways, but with infinite 
variations. The three, with some- 
thing of their advantages and disad- 
vantages, are as follows: 

(a) Facultative—Each reinsurance 
transaction is distinct, without any 
underlying treaty or agreement. The 

(Continued on Page 24) 
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Qualification Laws Lead to a Falling Off in Accidents 


The Drivers’ License Law 


A Partial Solution to the Auto Accident Problem Lies In Keeping 
the Unfit Driver Off the Streets 


HE driver’s license bills have in 

recent years gone through re- 
vision and change as a result of the 
National Conference on State and 
Highway Safety under the super- 
vision of Hon. Robert P. Lamont, 
Secretary of Commerce, as chairman. 
The more recent driver’s license acts 
have been formulated with the widest 
co-operation of those having under- 
standing and experience in such mat- 
ters, with a view to uniformity in 
traffic laws and regulations through- 
out the several states. The act is 
designed to meet the advancing social 
and economic problems arising from 
the operation of motor vehicles. 


The driver’s license act, in full or 
in part, is in force in better than one- 
half of the states of the union. In 
states where mandatory licensing is 
required, a noticeable falling-off of 
accidents has resulted, such as Con- 
necticut, Massachusetts, California, 
Pennsylvania, New York, New Jer- 
sey and Maryland. 


[ cannot, of course, discuss in the 
limited time allotted me the numerous 
details of any one of the acts. I can 
only give you a brief summary, or 
the “high spots,” from them as a 
collective whole. In brief, the acts 
provide substantially as follows: 





By WILBUR E. BENOY 


Member of the Bar, 
Columbus, Ohio 


No person shall drive a motor ve- 
hicle on the highways unless possessed 
of an operator’s or chauffeur’s li- 
cense, excepting those driving road or 
farm machinery, or operating an of- 
ficial vehicle of the United States 
Army or Navy. 


Non-residents over the age of six- 
teen, licensed in their home state, are 
exempt; non-residents coming from 
a non-licensed state may drive their 
cars on the highways for a period of 
not more than thirty days in any one 
year. 


An operator’s license cannot be is- 
sued to persons under sixteen or 
chauffeur’s license to persons under 
eighteen; and no person may drive a 
school bus or public passenger carry- 
ing vehicle who is under the age of 
twenty-one years. 


No licenses can be issued to persons 
subject to mental or physical diseases 
or infirmities affecting their ability to 
operate a motor vehicle, nor to habit- 
ual drunkards or drug addicts, or 
those unable to understand highway 


warnings or signs, or directions in 
the English language. 


All persons who may show satis- 
factory operation of a motor vehicle 
for not less than a year prior to ap- 
plication for a license may be ex- 
empted from examination, and the 
commissioner may waive examina- 
tion of any person applying for the 
renéwal of a license (some states re- 
quire re-examination each year) ; in- 
struction permits are provided for 
persons over sixteen years of age, 
when accompanied by a_ licensed 
driver and no other person. New 
drivers are subject to examination. 


Examinations are usually made 
possible in the home community of 
the applicant. 


Each person must carry his license 
in his immediate possession while op- 
erating a motor vehicle, and chauf- 
feurs on duty must display badge 
with license number imprinted 
thereon. 


All persons must be licensed either 
as an operator or as a chauffeur, but 
no person may drive a motor vehicle 
as a chauffeur unless licensed as 
such. 

(Continued on Page 30) 
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A Parallel That Challenges 


HE series of articles on life insurance, recently 

published in this magazine, called to our attention 

the decided similarity between the mutual com- 
panies operating in the various divisions of the insurance 
field. In their fundamental bases, their early struggles 
and the opposition they faced and defeated, they are 
almost identical. We leave our readers to draw the 
obvious moral from the fact that the mutual life insur- 
ance companies, always ahead of the fire and casualty 
companies in their development, now dominate in their 
field, and their supremacy becomes more overwhelming 
each year. 


First of all, the basic principle on which all mutual 
insurance rests is that the unavoidable losses of the 
few will be paid by contributions collected from the 
many. This is directly opposed to the wager, or stock 
theory of protection, under which a company or a group 
acting as underwriters agrees to pay a stated amount 
in the event a named contingency takes place, expecting 
to make a substantial profit for themselves in return 
for the risk of loss assumed. That this is the funda- 
mental stock principle is well indicated by a quotation 
from an editorial in the “Insurance Advocate” of New 
York, which reads: “The primary, necessary, funda- 
mental reason for the existence of a stock insurance 
company is dividends. Any other view of the matter 
is bunk; any other pretense is mere selling propaganda.” 


The first attempts to provide insurance protection, 
in both life and fire, were through mutual associations 
organized to spread the burden of unexpected heavy 
loss, suffered by an individual who was a member. The 
earliest companies established on a sound enough founda- 
tion to survive until the present were mutuals in both 
fields. The oldest life insurance company now doing 
business in England, the old Equitable, is a mutual, as 
is the oldest American life insurance company, the Pres- 
byterian Ministers Fund. Those familiar with the record 
made by the early American fire mutuals will point the 
moral for themselves. In their initial years, both in 
England and America, the mutual life companies were 
constantly attacked on the grounds that their system 
was impractical and that capital, in the way of capital 
stock, was needed to guarantee security. 
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T WAS pointed out, in the second article of the series 
I on life insurance, that the first life company organized 
on a scientific basis, the mutual Equitable, was bitterly 
opposed by the existing stock companies on its applica- 
tion for a charter. The formal report on the third 
rejection of the company, issued in 1761, objects strongly 
to the absence of any capital stock and points out that 
it is a plan “based upon the truth of certain calculations 
taken upon tables of life and death, whereby the chance 
of mortality is attempted to be reduced to a certain 
standard : this is a mere speculation.” No stock agent of 
today, speaking of mutual fire insurance, could pack 
more error into a single statement for one hundred and 
fifty years have proved the contrary in the life field, 
to the resignation, if not to the complete, satisfaction 
of the stock adherents. 

In the United States the early opposition to the mutual 
plan of operation in the life insurance business was 
more determined than that against fire and casualty 
companies based on the same principles. In the period 
before 1860 the stock companies argued that “sufficient 
facilities were already available for furnishing life insur- 
ance and that the mutual system was insecure.” It is 
only since the Armstrong investigation, showing the 
abuses which the stock plan fostered, and the subse- 
quent trend toward mutualization of the companies, 
that the guns of the stock partisans have been silenced. 


With such an open parallel between the histories of 
the mutual companies in the fire and life field it would 
be expected that the ultimate success of the mutual 
principle in the fire and casualty lines would also be 
admitted. Obviously such a conclusion would be most 
discouraging to the stock partisan and, to preserve his 
own confidence and faith in the product he offers, dif- 
ferences had to be found. Those generally offered are 
three: 

1. The mutual life companies are operating in a field 
where the operation of the law of averages is so certain 
that there is no question of the premium, actuarily com- 
puted, being insufficient. The catastrophe hazard does 
not exist, or is fully covered by the rates. 


2. Mutual life companies charge an excessive prem- 
ium on the basis of actual mortality and interest returns, 
so that they have a margin of safety to care for catas- 
trophe losses or unexpected contingencies. 


3. The state laws regulating life companies are much 
more strict than those regulating fire and casualty com- 
panies. 

DOOD 


HESE three alleged differences between the two 

forms are repeated parrot-like by many stock par- 
tisans without any attempt being made to discover the 
true facts. Let us consider each of these three sup- 
posed distinctions carefully, testing their validity in 
the light of the most accurate data available. 


1. It is assumed that the mortality of the country 
is constant, where the fluctuations in the property de- 
stroyed by fire or other catastrophe are violent and 
extreme. As a matter of fact both move back and 
forth within narrow limits and life insurance is suscept- 
ible to heavy unexpected losses comparable with the 
conflagration or catastrophe hazard in fire business. The 
classic example of a disaster from fire is the San Fran- 
cisco holocaust, yet it was less costly to the fire com- 
panies than the influenza epidemic of 1918 was to the 
life companies. The chances of another disaster equaling 
that of 1906 are also smaller than those of another 
epidemic surpassing 1918. According to the Spectator 


(Continued on Page 18) 
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Life-Lights Against a Business Background 


66 ELL,” said my bridge play- 
ing friend, as we alighted 
from the 8:17, and legged 

it for our respective offices, “the 

New Deal is on.” 


“And what do you think of it?” I 
asked him, because, although he is 
one of those strange persons who 
shuffle, deal and play six mornings 
of the week as preparation for their 
day’s work, he really has pretty sound 
judgment on many things other than 
his favorite game. 


“It is a little early to say, as yet,” 
he answered. “There are big pos- 
sibilities latent in the distribution of 
the cards, but just how they will work 
out remains to be seen. | think the 
people have an honest and _ skillful 
partner in the game, and I am hoping 
he and they together will take all 
the tricks.” 


“T certainly trust your hope will 
be realized. It looks to me as if we 
were in for some thrilling rubbers,” 
said I. 


“That is obvious,” he replied, “but 
I confess I would welcome a few 
thrills. Things have been rather 
monotonous for the last few years. 
We have been running arqund in a 
circle, and we cannot expect to break 
out of it unless we are prepared to 
take some risk in the effort. But if 
we get the big thrill of seeing old 
man Depression beating it for the 
woods, and a young Prosperity 
stretching his virile limbs in pursuit, 
it will be worth all the risks. I guess 
I have mixed up the metaphors, but 
you get my meaning.” 

“T do,” I said, “and quite clearly.” 


OSS 


66 ELL, to return to the orig- 
inal figure of the card game, 
there is one thing, it seems to me, 
that needs much emphasis. We have 
all been waiting for the long heralded 
new deal. Now it is here, and an im- 
portant fact that we cannot afford 
to overlook is that the dealer cannot 
play the game alone. We have a 
hand in the game, and even a favor- 
able deal can be ruined if the cards 
are not wisely and bravely played.” 


“Don’t I know it,”’ I answered with 
feeling. “I seldom play, and so when 
I do I play a poor game. The other 
night friend wife talked to me for 
three hours after we got to bed be- 
cause, as her partner, I had wrecked 
every chance we had—and, as she did 


The New Deal 


By S. J. DUNCAN CLARK 


not fail to tell me, we had excep- 
tionally good chances.” 


“Well, that point being agreed 
upon, let me go on to the next,” he 
said. “In this national game our 
presidential partner will make all the 
leads, and it will be up to us to re- 
spond intelligently. It matters not 
how clever he may be, or how cour- 
ageous, if we blunder or lose nerve 
he will be heavily, perhaps fatally, 
handicapped for taking tricks. 


——— 
Sy 


ee HAT, it seems to me, is the 

most important thing fellows 
like us have to think about. Whatever 
our prejudices may have been in re- 
lation to our new partner before he 
took the deck in hand to deal—there 
he is and there he will be, God sparing 
him, for the next four years. We 
have no choice but to play the game 
through with him.” 


“You are right,” I agreed. “We 
have been asking for leadership, and 
he has promised to give it. I cer- 
tainly liked the courage of his dec- 
laration. It bucked me up consider- 
ably.” 


“Yes, it had a reassuring ring to 
it. It struck a bolder note than we 
have heard for some time, and a more 
confident note. I think I liked it be- 
cause it did not minimize the serious 
nature of the situation, and because 
it frankly faced us all with the fact 
that effective leadership must demand 
discipline from those who want to 
be led. That is the vital consideration 
for you and me and everybody else 
in the rank and file of citizenship. 


“Of course, we already have had 
some pretty hard discipline, but thus 
far it has been the discipline of cir- 
cumstances which nobody seemed 
able to control. There has been no 
clear direction to it. It made things 
uncomfortable, but it held no strong- 
ly encouraging promise of ultimately 
making things better,” my companion 
remarked. 


“T have felt that,” said I, “and yet 
I am sure the former administration 
was sincerely doing its best. It en- 
countered tremendous difficulties and 
much opposition from men on whom 
it naturally counted for co-operation 
in a time of crisis.” 


“That is true,” he agreed. “I am 
not inclined to criticize it, and cer- 


tainly have never questioned the ex- 
cellence of its intentions. But, the 
fact remains, that for one reason or 
another, its method failed to work. 
Now a new method is to be tried, and 
if it is not more successful some of 
those questions folks have been rais- 
ing about the capacity of a democracy 
to manage its affairs will begin to 
sound rather portentious. For, if I 
am not mistaken, the new method will 
build its hopes on the faith and effort 
of a disciplined mass, rather than on 
the supposed superior wisdom and 
disinterested patriotism of an influ- 
ential few. The process of attempt- 
ing to restore prosperity by percola- 
tion from the big financiers—bankers, 
industrialists and transportation mag- 
nates—down through the lower lay- 
ers of economic strata until the 
humble wage earner is reached has 
proved disappointing. Come to think 
of it now it was over-optimistic to 
expect it to succeed. That top layer 
never was noted for its percolating 
qualities. It always has been most 
effective in absorption. But let that 
pass. 


SS 


6 OW there is to be emphasis 

on getting jobless men back 
to productive work. From the very 
beginning that has been the funda- 
mental problem. I know it was hoped 
that by tinkering with the roof of the 
building the foundations might be 
strengthened. It was a quaint hope, 
and J am glad if it has been aban- 
doned. 


“And emphasis is to be placed on 
protecting the smaller business man, 
the thrifty wage earner and white 
collar salaried man, from that type 
of confidence game played by gen- 
tlemen of genius who offer to be our 
agents of prosperity if we will trust 
them with our savings, but whose 
real intent is to gamble with our last 
dollar.” 


“T noticed,” said I, “that Albania 
and the United States mutually 
signed an extradition treaty the other 
day.” (Queer how a fellow’s mind 
runs off at a tangent.) 


“Ts that so?” exclaimed he. “It’s 
an interesting item for persons in- 
clined to buck the discipline of the 
New Deal. Safe routes for emergency 
travel are getting quite scarce.” 








A Parallel 
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Company the ratio between actual 
and expected mortality among ordi- 
nary life companies has fluctuated 
between 95.1 per cent and 50.9 per 
cent in the last fifteen years, resting 
at 62.2 per cent in 1931. In the in- 
dustrial field the two extremes are 
129.9 per cent and 57.1 per cent, with 
1931 showing a ratio of 61.9 per 
cent. This is hardly minor, yet no 
one questions the stability of mutual 
life companies because of it. 


Fire losses also fluctuate, but Wil- 
liam Quaid, vice president of the 
Home, made a speech in which he 
said in substance: 

Whatever may be the common opinion 
about the purchase price of the raw mate- 
tial of fire insurance being indefinite, this 
is a wrong impression. It is only slightly 
variable. This is proved by the figures of 
the National Board of Underwriters which 
organization collects the fire losses of the 
country every vear. The annual total is 
something around a half-billion dollars, 
and it is most amazing that this huge sum 
will vary from one year to the next by as 
little as 1/10 of 1 per cent, and two or 
three per cent is most unusual. 


CLOSE analysis of the loss 

record of both mutual and 
stock companies over a long period 
confirms Mr. Quaid’s statement, and 
shows that the fluctuations which do 
take place are seldom extreme or 
sudden. An actuary is therefore able 
to promulgate rates which are almost 
certain to provide adequate premi- 
ums and the existence of a substan- 
tial surplus makes minor fluctuations 
unimportant. There is therefore no 
real difference between life and casu- 
alty insurance on this score. 


Fe 
Oa a 


2. It is said that mutual life com- 
panies are secure, in spite of their 
mutuality, because they charge a 
premium which is excessive, being 
substantially more than that charged 
by the stock life companies operating 
on a non-participating basis. The 
Metropolitan Life returned 27 per 
cent of its premium income to its 
policyholders during 1931 in the form 
of dividends; the New York Life 28 
per cent. Yet the mutual property 
insurance companies returned an av- 
erage of better than 20 per cent of 
their premium income to their policy- 
holders in the form of dividends on 
an initial rate no higher than the so- 
called manual rate charged by stock 
insurance companies, and in many in- 
stances on rates lower that such 
manual, 


Experience has shown that the gen- 
eral writing advance premium mu- 
tuals, operating at rates no higher 
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than charged by the stock companies, 
because of their conservative man- 
agement and careful underwriting 
and investment policies, have re- 
turned year after year, good times 
and bad, this substantial dividend 
which is greater proportionately than 
that of the mutual life insurance com- 
panies. 


It is sometimes argued that because 
of their ability to make this substan- 
tial return the rate charged by the 
property mutual is redundant—for 
them. While theoretically that may 
be so, still it must be remembered 
that the majority of states regulate 
property insurance rates, and this is 
the rate generally approved as being 
fair, reasonable, adequate and non- 
discriminatory and one which cor- 
rectly measures the hazard of the va- 
rious risks to which the rates apply. 
Therefore, until such time as the su- 
pervisory officials see fit to establish 
as the standard for all companies, of 
whatever class, a level of rates based 
upon the net costs in mutual com- 
panies, it is entirely logical and proper 
for the latter to use the present level, 
returning any saving to their policy- 
holders at the end of the policy 
period. This method, as a matter of 
fact, provides the same measure of 
security to the policyholder as he en- 
joys in a mutual life company, in 
that this margin can be used for pay- 
ing losses whenever the unusual and 
unexpected disaster comes. Then, 
too, inasmuch as the mutuals set up 
their reserves on the basis of the 
redundant rate level, the policyholder 
has better reason to have confidence 
in the adequacy of such reserve. 


OOD 

3. It is obvious that any argu- 
ment based on the measure of stat- 
utory control is in effect saying that 
American business requires the heavy 
hand of the state in order to keep it 
honest and make it successful. Such 
a partisan advances this thought as 
sound while at the same time vigor- 
ously resisting effort to regulate his 
own group of companies. 


HE success of mutual life com- 

panies must be attributed to 
causes other than state supervision, 
undoubtedly the same causes that play 
so large a part in the success of prop- 
erty mutuals i. e. (a) interest of the 
policyholder given first consideration, 
(b) conservative management, (c) 
conservative and careful underwrit- 
ing, (d) conservative investment pol- 
icy, (e) constructive loss prevention 
programs. 


Further than this, mutual property 
insurance companies are closely su- 








pervised—as to organization, as to 
reserves, as to surplus, as to invest- 
ments and as to rates. Mutual prop- 
erty insurance companies, contrary to 
the attitude assumed by stock com- 
panies, have always favored reason- 
able and strict supervision and regu- 


lation of all insurance. A record of 
successful operation in the face of the 
most trying conditions when compet- 
ing types are tottering all around 
them (the record of their survival 
during the course of insurance history 
is twice as good as that of the stock 
companies) merits the steady increase 
in a business and public confidence 
which they are now enjoying. 


No amount of rationalization can 
cloud the fact that the supremacy of 
the mutual plan of insurance in the 
life field is due to the fundamental 
principles underlying all mutual in- 
surance. There is no real difference 
(as a matter of fact even no in- 
cidental one) operating to the dis- 
advantage of the mutual form in the 
property field from that of the life 
field. 


The record is conclusive. 


Reduce Liability MATERIALLY 
Rates on reduced rates on 
School Busses school busses 


countrywide has 
been put into effect by the National 
Bureau of Casualty and Surety Un- 
derwriters. The School Safety Cam- 
paigns being conducted by Safety or- 
ganizations are regarded as an im- 
portant factor in producing an im- 
provement in the loss experience. 
Latest figures available show there 
are about 55,000 busses in the United 
States engaged in transporting 2,000,- 
000 children between their homes and 
school every day. 


Chicago Leads 
in Auto Thefts 


CHICAGO leads 
all cities in the 
world in the num- 
ber of automobiles stolen, a total of 
35,406 being taken from their 
owners during 1932 in that city. More 
cars were stolen in Chicago in one 
day than were stolen in Milwaukee 
during the entire year, the total for 
Chicago being 100 cars daily as com- 
pared to 95 in Milwaukee for the 
Milwaukee year’s record. It is not 
surprising that Chicago also leads in 
the theft rates, the cost of the lowest 
price car being $5.95 per hundred and 
$1.50 for the highest priced car. Mil- 
waukee rates are 95c and 30c respec- 
tively. 
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The Trend in Government 


Broadening Life Values Through Security In Our Government Structure 


S WE view the scenes of our 
A recent political conflict in 

retrospect and while those of 
us who have been workers on the 
side of either the victors or the van- 
quished seek to analyze the causes 
which produced the effects or to jus- 
tify our own activities on behalf of 
either the one or the other, I am go- 
ing to ask you to pass a half hour 
with me as [| bring to your attention 
my conception of how to broaden life 
values through security in our gov- 
ernmental structure. 

Bacon knew of the famous city 
which had three gates. Upon the first 
was inscribed the admonition, “Be 
bold’; on the second, “Be bold and 
evermore be bold”; and on the third 
it was written, “Be not too bold.” 

These words of caution arose out 
of the spirit of the times. Govern- 
ment was strict ; dissent from current 
opinions was dangerous; there was 
no indifference but there was hardly 
any tolerance; authority was suspi- 
cious and it was vindictive. 

In my discussion of the modern 
problems of government as they pre- 
sent themselves in our country and in 
our time, I shall plead to the charge, 
if it be made, that I have perhaps 
been observant of the first of these 
admonitions but I shall, at the same 
time, offer in extenuation of my 
fault, if it be one, that I have not 
overstepped the bounds of the last. 

Someone has recently said that 
there is evidence of a new American 
revolution, though a quiet and orderly 
one it is. 

To my mind, if one may judge 
from the political philosophies ad- 
vocated by some citizens, and the 
changes which have been wrought in 
our governmental structure, we have 
already undergone a form of revolu- 
tion the results of which now remain 
to be evaluated. These results mani- 
fest themselves in the utter disregard 
of liberty; in the false reasoning of 
men, even in high places; in a wide 
departure from the fundamental prin- 
ciples of government as the founders 
of our own system knew them. They 
are evidenced by an unaccountable 
willingness to allow the control of 
our intimate personal concerns to be 
absorbed into and placed in the con- 
trol of government. 


a ae 
HAT school of thought in 
American politics which con- 


stantly stresses what they call “human 
rights” and urges that they should 
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receive first consideration at the 
hands of government and take pre- 
cedence over what are termed “prop- 
erty rights” is the very influence that 
has been most active in placing limita- 
tions upon their exercise, if not upon 
their continued existence. 

Let us analyze these terms and 
evaluate them in their proper rela- 
tions so that we may see a little more 
clearly what the trends in government 
have been in respect to them. 

We have always felt, at any rate 
under our form of government, that 
the most precious right of man as a 
member of society is his right of lib- 
erty. The founders of our govern- 
ment were confirmed in this belief. 
They knew the lessons of history. 
Many of them, including Thomas 
Jefferson, believed a country that is 
best governed is least governed, and, 
proceeding on that theory, they en- 
tered into a covenant which was to 
afford protection to the liberty of 
the individual in a manner so clear 
and absolute and so carefully safe- 
guarded that its provisions, undefiled 
and untouched, would have been for 
all time the very palladium of liberty. 

This great instrument contained no 
new principles, it is true, but it gave 
prominence to some which had there- 
tofore been disregarded. Some of 
them had been recognized in the 
mother country and while at times 
the people of England on the whole 
acquiesced in the extreme power of 
the ruling sovereign, at other times 
their opposition reached the point of 
rebellion and revolution. 

The colonists who settled on the 
coast of North America in the 17th 
and 18th centuries had participated 
in, or were well informed upon, the 
issues involved in the long contest to 
maintain time-honored rights of the 
people against the usurpations of 
their kings. 

Throughout the political history of 
the colonies, too, there is evidence 
of a wide and ever-present difference 
of opinion between the people repre- 
sented in a legislative body and a gov- 
ernor appointed by the Crown. 

In the institution of their govern- 
ments the colonies evinced a distrust 


even of their own legislative bodies. 
For example, Georgia entrusted to its 
legislature the power to make laws 
and regulations “provided such laws 
and regulations be not repugnant to 
the true intent and meaning of any 
rule or regulation contained in the 
constitution.” In New York, the con- 
stitution recited that ‘all laws incon- 
sistent with the spirit of this con- 
stitution or with the public good, may 
be hastily and inadvertently passed” 
and they therefore inserted a pro- 
vision entrusting a qualified veto to a 
committee of revision, consisting of 
the Governor and the principal 
judges. In time, all of the states em- 
bodied in their constitutions a specific 
bill of rights. 


As early as 1776 the State of Con- 
necticut adopted a bill of rights, the 
preamble of which contained the fol- 
lowing declaration : 


“The People of this State, being by the 
Providence of God, free and independent, 
have the sole and exclusive Right of gov- 
erning themselves as a free, sovereign, and 
independent State; and having from their 
Ancestors derived a free and excellent 
Constitution of Government whereby the 
Legislature depends on the free and an- 
nual Election of the People, they have the 
best Security for the Preservation of their 
civil and religious Rights and Liberties. 
And forasmuch as the free Fruition of 
such Liberties and Privileges as Humanity, 
Civility and Christianity call for, as is 
due to every man in his Place and Pro- 
portion without Impeachment and In- 
fringement, hath ever been, and will be 
the Tranquility and Stability of Churches 
and Commonwealths ; and the Denial there- 
of, the Disturbance, if not the Ruin of 
both.” 

Then followed the specific enumer- 
ation of the rights which should for- 
ever be protected, including, among 
others, the following: 

“... That no Man’s Life shall be 
taken away; No Man’s Honor or good 
Name Shall be stained; No Man’s Person 
Shall be arrested, restrained, banished, dis- 
membered, nor any Ways punished; No 
Man Shall be deprived of his Wife or 
Children; No Man’s Goods or Estate Shall 
be taken away from him nor in any Ways 
indamaged under the Colour of Law, or 
Countenance of Authority; unless clearly 
warranted by the Laws of this State.” 


SOX 


HUS we see how very solicitous 

the founders were of the rights 
and the liberties of the people. Some 
modern statesmen—and they are not 
all confined to one political party— 
have expressed a fear of “too much 
government,” but men in high places 
have wandered far from those old 
beliefs, and if recent legislation is to 
be considered as a criterion, then 
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their socialistic experiments have not 
been an unqualified success. 

Socialism has been defined as the 
collective ownership through the gov- 
ernment of the means of production 
of all forms of wealth. 

President Hoover set forth very 
clearly the distinction between that 
equality of opportunity which has 
been afforded to our citizens under 
our form of government, and the 
conditions which obtain under social- 
ism. In his speech of acceptance de- 
livered in 1928 at his Palo Alto home, 
he spoke of the ideal of individualism, 
based upon equality of opportunity to 
every citizen, and said that it is the 
negation of socialism. He added that 
it is the negation of despotism, and 
then he made use of this illustration: 

“It is as if we set a race. We, through 
free and universal education, provide the 
training of the runners; we give to them 
an equal start; we provide in the govern- 
ment the umpire of fairness in the race. 
The winner is he who shows the most 
conscientious training, the greatest ability 
and the greatest character. Socialism bids 
all to end the race equally. It holds back 
the speedy to the pace of the slowest. An- 
archy would provide neither training nor 
umpire. Despotism picks those who should 
run and those who should win.” 

Inevitably such a system contem- 
plates the substitution of the judg- 
ment of the government, or of 
government officials, for individual 
judgment, and for individual emula- 
tion and competition in all forms of 
human endeavor. Thus, if uwunre- 
strained, we should eventually have 
an official art, an official science, an 
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official literature—all of which would 
be like forging iron shackles for the 
human mind. 

This regimenting of our citizenship 
is in itself a denial of that which is 
most to be desired as an element of 
human liberty. To imprison the soul 
of a man, though his body may be 
free, is far worse than to cast him 
into the depths of a dungeon. To be 
a useful member of society, man must 
be left free to endeavor to satisfy his 
ambitions. This is not only justifiable 
but it is essential to his mental 
growth. 


& IVERNMENT cannot make a 
man happy by legislation. In- 
deed, it was not the theory of our 
government that it should give hap- 
piness to the individual. Rather, the 
founders attempted to give equality 
of opportunity for each individual to 
work out his own salvation in a po- 
litical, a moral, or an economic sense. 
The Declaration of Independence did 
not guarantee happiness but rather 
the pursuit of it. The political philos- 
ophy of the founders of the Republic 
had gone away from the theory that 
the people exist for the government. 
They believed that all the powers of 
government arise from the people; 
that such powers are but an instru- 
mentality to protect the citizens in 
their lives, liberty, and the pursuit of 
happiness. 

To follow the modern trend, then, 
means to substitute official judgment, 
that is, the judgment of government, 
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for that of the individual. It means 
the deadening of the powers of the 
individual, a leveling down to medi- 
ocrity rather than a leveling up ac- 
cording to individual capacity exer- 
cised through equality of opportu- 
nity. 

During such a process, the people 
will be the objects of exploitation by 
the self-seeking politician and the ar- 
rant demagogue. 

The political possibilities of a 
“power vote,” of a “railroad vote,” 
of an “insurance vote,” and the many 
other groups that might expect to be 
the recipients of the favors of the 
bureaucrats under such a system as 
would be set up by some groups 
among the citizens of the country, 
could not be fully evaluated. Need- 
less to say, it would tend to destroy 
initiative and efficiency and substitute 
political favoritism. 

It would surely take away that 
liberty of action vouchsafed to the 
average American citizen under the 
system of free competition we have 
known. 


Ny, 


HE present trends in our gov- 

ernment have been observable 
for some thirty years. They gained 
impetus with the adoption of the Six- 
teenth amendment to the Constitu- 
tion. Up to that time, such a tax as 
this amendment permitted could not 
be levied except under the limitation 
of uniformity throughout the United 
States, and the Supreme Court had 
held that uniformity means the same 
rate, on the same thing, everywhere. 
The Sixteenth amendment, however, 
as I interpret its provisions, invested 
the government with unlimited power 
to levy and collect taxes which can 
take the entire product of all prop- 
erty and all labor. There now re- 
mains no constitutional — barrier 
against the exercise of arbitrary, even 
despotic, powers over the property 
of the individual. 

Having in mind this very marked 
change in the provisions of the funda- 
mental law under which we had lived 
for nearly a century and a half, it 
is not to be wondered how easy has 
been the transition from the idea of 
individualism which up to that time 
had been the fundamental principle 
of our political philosophy to one of 
socialism—compulsory socialism, and 
not what we know in this country as 
voluntary socialism. The former 
would substitute the will of a gov- 
erning body for that of the elec- 
torate; the thought of a small group 
for the free expression of opinion of 
the many. It would submerge the 
pattern. The latter finds its expres- 
individual and fit him in to a definite 
sion in our willingness to assume the 
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éxpense of maintaining our many 
welfare organizations, our institu- 
tions of learning, our museums, our 
churches, by the free gift of money 
and labor and co-operative effort. 
What, after all, can this change mean 
other than the inordinate growth of 
the power of government at the ex- 
pense of liberty? 


tei 

OLLOWING these changes in 

the fundamental concepts of our 
government, we may observe there 
is practically no limitation upon the 
perennial activity of lawmaking, of 
supervision, of investigation and of 
all the elements of paternalism. 
Paternalism in government is the very 
antithesis of government of the peo- 
ple, by the people, for the people. It 
proceeds upon the assumption that 
government is superior to the people, 
and, as Webster defines it, “can best 
determine and secure the highest wel- 
fare.” 

Out of these assumptions, which in 
large measure have become realities, 
we have created a system of bureaus 
and departments and boards and com- 
missions with a civil army of more 
than a half million of employees. 

They advise, rermmonstrate, instruct, 
direct, and supervise most of our ac- 
tivities, individual and _ corporate. 
Licenses and permits and certificates 
come from a multitude of super- 
visory officials and have to be re- 
newed and révised weekly, monthly, 
semi-annually, or annually as the 
fancy of the legislative draftsman 
may have dictated. Private enter- 
prise changes, adopts, overhauls, and 
discards, but the one overpowering 
thought of bureaucratic government 
is to dig in. No sooner is an unsup- 
ported charge made upon the floor 
of either branch of Congress against 
some activity which may have no re- 
lation to government, than there fol- 
lows a proposal for an investigation 
without regard for cost. 

QOS 

¥ IS not sound thinking which 

leads us to the conclusion that 
the government should go into the 
business of supporting the citizens. 
They are no longer free when they 
look to the government for support, 
for then the government becomes all 
powerful. Moreover, it cannot do that 
thing unless it goes into business it- 
self—and for profit—and, of course, 
that will mean putting an end to pri- 
vate profit. 

What is the result of all these 
changes in our concepts of govern- 
ment unless it be to further and fur- 
ther restrict individual liberty ? Every 
new grant of power to the body 
politic is that much less reserved to 
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the individual. And what appears to 
be of more than passing moment in 
these times of economic stress, is 
the ever-mounting cost. which the in- 
dividual must bear. While this cost 
is of immediate concern, the real debit 
to be entered against the public will 
eventually be the stifling of individual 
initiative, the substitution of govern- 
mental for personal responsibility, 
and the gradual narrowing of the field 
of private enterprise. 


ROPERTY rights—and by that 

term I assume those who make 
use of it intend to include the ac- 
quirement, possession, and enjoyment 
of the fruits of their labor, industry, 
initiative, and self-denial—are hence- 
forth to be placed in a different cate- 
gory from that which they choose to 
call “human rights.” 

I have discussed the effect of the 
process by which these so-called “hu- 
man rights” would be preserved, and 
I have endeavored to show that many 
limitations have by that process been 
imposed upon their enjoyment if, in- 
deed, many of them have not been 
wholly taken away. 

Let us consider for a moment some 
of the ideas advanced in regard to 
them. 

First, there are those who would 
order a redistribution of wealth by 
legislative fiat. They contend that 
there should be a limit placed upon 
the amount of income which any in- 
dividual citizen should be permitted 
to enjoy. They are not unwilling to 
fix that limitation themselves. Of 
course, they forget or are entirely ob- 
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livious of the constitutional guaran- 
tees which were thrown about these 
rights by those who framed that in- 
strument. But these could be changed, 
they tell us, and then we shall have 
reached the acme of perfection in 
governmental regulation. 

This proposal may seem fantastic 
when viewed in its naked outline, but 
given the unlimited power to tax— 
and that has been held tantamount to 
the power to destroy—may we not 
assume that it is wholly within the 
realm of that which is possible of 
realization? That would be the ex- 
ercise of autocratic power, you may 
say, but they are powers which an 
autocrat may well arrogate to him- 


self. 
DOD 


HAVE said it will not suffice 

to continue our discussion of 
these problems ; there must be action. 
Upon men like you, engaged as you 
are in an unselfish work; upon men 
like you who have been able to instill 
into the minds of sixty-five millions 
of our citizens the spirit of thrift 
and cooperation and self-denial, there 
rest the duties of citizenship, duties 
much more exacting than those you 
owe to your several institutions, how- 
ever important you may consider 
them to be. We may not, any one of 
us, leave the work to others. It is 
ours. 

We must all to the full limit of 
our ability, and ina spirit of sacrifice 
for a greater cause, dedicate ourselves 
anew to the transcendent tasks which 
await us as a free people. 





Our Early Citizens Were Rugged Individualists 
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Mutual Groups Hold 
Regular Annual Meetings 


The problem which insurance com- 
panies face in these strenuous times, 
and the best methods of solving them 
were considered by mutual insurance 
men in five states during the past 
month. It seemed to be generally felt 
that the first step was to elect a stronz 
group of officers competent to face 
the dangers of the future. Legisla- 
tion, underwriting problems, and 
discrimination against mutuals were 
all considered. 


The Ohio Federation of Mutual 
Insurance Associations, meeting at 
Columbus, reelected R. E. Sawyer of 
Shelby as president. Gus Seiberling 
of Barberton was reelected president 
of the Ohio Mutual Windstorm As- 
sociation. 


The Mutual Insurance Companies’ 
Union of Indiana met at Indianapolis, 
with Mr. W. E. Clark of Ft. Wayne, 
President of the organization, presid- 
ing. Officers were elected for the 
coming year, Maurice Douglas of 
Flat Rock, Indiana, was chosen as 
President ; J. C. Wearley of Hunting- 
ton, Vice President ; and Glenna Wat- 
kins of Indianapolis, Secretary and 
Treasurer. Miss Watkins replaces 
Mr. H. L. Nowlin of Indianapolis 
who has served for over thirty years 
as Secretary and Treasurer but who 
asked to be released. Dircetors 
elected were Jesse Johnson of Nobles- 
ville; M. L. Galbreath of Valparaiso ; 
J. E. Hart of Booneville; and T. A. 
Chively of Peru. Insurance Com- 
missioner John C. Kidd was the prin- 
cipal speaker. 


Legislation was the major item 
under consideration by the Michigan 
State Association of Mutual Insur- 
ance Companies at their biennial con- 
vention at Lansing. They are anxious 
to secure a uniform farm fire policy 
and are also in favor of bringing the 
agents of farm mutuals under the 
licensing requirements of the present 
agents’ license statute. Officers 
elected for the coming two years are 
as follows: President, H. T. Ross, 
Milford, Livingston County Farmers 
Mutual, Howell; Vice President, W. 
J. Meyers, Cass County Farmers 
Mutual, Dowagiac ; Secretary-Treas- 
urer, (re-elected) L. P. Dendel, 
Michigan Millers Mutual Fire, Lans- 
ing. Executive Committeemen are 
V. V. Molton, Auto Owners, Lans- 
ing; C. D. Leland, Farmers Mutual, 
Three Rivers; and E. A. Parker, 
Michigan Mutual Windstorm, Hast- 
ings. Milo White, Fremont Mutual 
Fire, Fremont, was elected National 
Association Director. 
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A standard mutual farm policy for 
Wisconsin, including a_ rebuilding 
clause, and a law to make the mort- 
gagee responsible for at least one 
assessment in case the mortgagor de- 
faults, was recommended by _ the 
members of the Wisconsin Mutual 
Insurance Alliance and the Wisconsin 
Association of Mutual Insurance 
Companies, holding their joint meet- 
ing at Madison on February 15th. 

George A. Jacobs of the Citizens 
Mutual at Janesville was elected 
president of the Wisconsin Mutual 
Insurance Alliance; W. P. Doucette, 
of Milwaukee, Vice President; T. R. 
Schmidt, of Kewaskum, Secretary- 
Treasurer. The Wisconsin Associa- 
tion of Mutual Insurance Companies 
re-elected all of its present officers 
who are: F*. A. Frederich, Reedsville, 
President; W. A. McEwan, Milton 
Junction, Vice President; A. J. Ram- 
mer, Sheboygan, Secretary-Treasurer. 

The Nebraska Association of 
Mutual Insurance Companies held its 
annual meeting at Lincoln on Feb- 
ruary 22nd. The following officers 
were elected: President, R. H. Wat- 
son, Wahoo; Vice President, A. C. 
Millington, Omaha; Secretary-Treas- 
urer, O. S. Gilmore, York. The 1934 
convention will be held at York. 





Insurance Advertising 
Demonstrates Its Worth 


HE January 28th issue of AD- 

VERTISING AGE, one of the 
leading trade papers of the advertis- 
ing business, comments editorially on 
insurance advertising which is cur- 
rently appearing in national publica- 
tions. The editorial says: 

“Some of the best campaigns now 
running are signed by insurance com- 
panies and they are mot confined to 
any one class. 

“While life insurance companies 
are leading the way in the size and 
improvements of their campaigns, fire 
and casualty insurance are likewise 
represented. Mutual insurance is pre- 
senting its message to the public, and 
at the same time the National Board 
of Underwriters is telling the stock 
company story. 

“. .. the consistent advertising of 
insurance in all forms has gradually 
built up belief in the financial strength 
of the business. This belief has been 
well justified by the response which 
life insurance companies, for exam- 
ple, have been making during the past 
few years to the demands of their 
policyholders for loans. 

“The other side of the insurance 
picture is that the public, while con- 
fident of the strength of the business 


as a whole, realizes the need of 
greater discrimination in the selection 
of companies. The fact that certain 
companies have been shown to have 
been the victims of mismanagement 
and that manipulation of others for 
purposes of stock control has been 
practiced, makes even the casual 
reader aware that insurance compa- 
nies are not all alike. 

“Insurance advertising of the past 
has been devoted largely to selling 
the insurance idea. It may be that 
during the next few years the best 
and most profitable advertising will 
be that which demonstrates the integ- 
rity and financial strength of the indi- 
vidual company which offers its serv- 
ices to the public and which can 
guarantee the fulfillment of every 
promise made in its policies.” 


SiS 


HE comment by the editor of 

Advertising Age is of particular 
interest to mutuai company managers, 
especially those who are joined in 
the national advertising campaigns of 
the Federation of Mutual Fire Insur- 
ance Companies and the National 
Association of Mutual Casualty Com- 
panies appearing in some of the bet- 
ter known national magazines. 


When the mutual carriers first 
undertook to tell the story of mutual 
insurance through national publica- 
tions, those having the matter in 
charge felt that the first year or two 
of what was hoped to be a continuous 
campaign should be devoted to selling 
the mutual idea rather than the ac- 
tual lines of protection offered by the 
companies operating on that plan. 
The great age of mutual insurance, 
with its wealth of historical back- 
ground, was stressed in the early 
series and the tremendous amount of 
interest aroused among both insur- 
ance men and the general public by 
the advertisements which appeared 
during the first two years is the best 
evidence that the advertising com- 
mittees of the two associations acted 
wisely. 

DOD 

HI* 1933 national magazine ad- 

vertisements for both the Feder- 
ation and Casualty companies differ 
essentially in several details from 
earlier efforts, being more nearly 
what advertising men term “direct 
selling” copy. This change is first 
noticed in the headlines which are 
direct. In most cases they mention 
insurance and often specify mutual 
insurance, This was not done in the 
earlier campaigns. A second notice- 
able change is that the whole appeal 
and theme of the present series is 
“Saving” as contrasted with more in- 
direct appeals of former years, . 
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Real Estate Values In Relation to 
Insurance Investments 


Extracts from an Address Before the Real Estate Board 
of New York 


By GEORGE S. VAN SCHAICK 


Superintendent of Insurance 
State of New York 


Throughout the insurance law rec- 
ognition is given to real estate as the 
country’s basic investment. The dif- 
ference between realty and personal 
property lies in the permanency of 
the subject matter. Real estate is 
available for future generations. The 
growth of population presages its in- 
creasingly wider use. In the very 
nature of things land must remain 
the most valuable and useful of pos- 
sessions as well as the most funda- 
mental and safest of security. 

The Insurance Department of the 
State of New York is constantly busy 
in ascertaining the value of insurance 
company assets and at the same time 
the extent of liabilities or losses which 
companies are reasonably apt to sus- 
tain. In times of economic depres- 
sion each process becomes increas- 
ingly difficult. Loss ratios invariably 
rise in bad times. Normal standards 
of valuation must sometimes be dis- 
carded when markets cease to exist. 

The safety of loans made upon the 
security of real estate depends upon 
the continuing worth of the security. 
The law contemplates variations in 
value. It provides a margin of safety 
of 50 per cent more than the amount 
loaned thereon. For practical pur- 
poses this is ample provided the ap- 
praisal of property at the time of the 
loan, is intelligently and honestly 
made. Much difficulty comes from 
misleading appraisals. It follows that 
the Department of Insurance is 
greatly interested in the worth of real 
estate which is the subject of so much 
present attention and discussion. 

While appraisals should be con- 
servative they should be likewise fair. 
An appraisal at too low a figure 
would necessitate needless hardship 
in the premature call of loans and 
the foreclosure of mortgages. It is 
the policy of both the state and na- 
tional governments to help rather 
than to make more difficult; to save 
rather than to destroy. More than 
heretofore the Department of Insur- 
ance needs expert advice as to the 
worth of real estate. Provision is 
made in the present budget now pend- 
ing before the legislature to provide 
the Department with just such ex- 
pert guidance. 

The true worth of real estate does 
not hinge upon artificial measures. 


The reduction of taxes in a particular 
year will give but temporary relief to 
the owner. It will not affect the worth 
of the real estate or render it more 
valuable as an investment unless 
something more exists than a tem- 
porary tax cut. Real estate is an in- 
vestment, bought or held for the fu- 
ture. The lowering of government 
costs by spasmodic efforts gives but 
shallow relief. 

Waste and unnecessary expense 
seem to have been inherent in gov- 
ernment. They have always in- 
creased in the ratio that citizens have 
failed to interest themselves in the 
affairs of government. The interest 
in taxation at the present is a most 
encouraging sign of the times. Real 
estate may be the great beneficiary. 
There is a certain definite relation- 
ship between good government and 
the value of property. Assurance that 
there would be a sustained and ef- 
fective effort to remove waste and 
unnecessary expense from the cost of 
government would do much to in- 
crease the desire to purchase real es- 
state or invest in mortgages. 

The much discussed action of in- 
surance companies in reference to the 
farm mortgage situation is in accord 
with the policy of insurance com- 
panies and banks over a considerable 
period of time. A year ago Governor 
Roosevelt directed to me as Superin- 
tendent of Insurance an inquiry as 
to the attitude of companies under 
the jurisdiction of the Insurance De- 
partment enforcing principal and in- 
terest payments under circumstances 
of hardship and loss of income. He 
expressed his grave concern particu- 
larly for the farmer and small home 
owner. He said that he hoped it 
would be in accord with company 
stability to approach the plight of the 
borrower with a sympathetic and 
helpful attitude. 

The Department of Insurance in- 
formed Governor Roosevelt at that 
time that the insurance companies 
were willing to work in co-operation 
with borrowers to the fullest extent 
but that it was necessary for com- 
panies to keep in mind the necessity 
of maintaining the soundness of their 
investments for the protection of pol- 
icy-holders. The attitude of the com- 
panies as stated to the Insurance De- 
partment by them was that where a 
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Approve Present Rates 
for Compensation in 


Maryland 


The present compensation rates 
will continue unchanged in Maryland, 
according to the recent decision of 
Insurance Commissioner William C. 
Walsh. The Commissioner asked the 
Attorney General for an opinion on 
the legality of the proposed discount 
of 12'4%, and the use of different 
sets of rates for stock and mutual 
companies. Both questions were 
answered in the negative. The deci- 
sion follows in full text. 

Last Fall the Insurance Depart- 
ment of Maryland was requested to 
investigate the rates for compensa- 
tion insurance now existing in the 
State, which rates were based on the 
available experience of policy year 
1929, 

When the application was made the 
available experience for policy year 
1930 indicated that a reduction of the 
present rates could be made, and 
from this there developed a contro- 
versy between the stock companies 
and the mutual companies which are 
engaged in writing workmen’s com- 
pensation insurance. 

The stock companies asked that a 
factor of 1.10 be included to offset 
the effect of wage level reductions 
not reflected by the 1930 experience, 
which factor would result in main- 
taining the present rates in Mary- 
land. They also asked that the excess 
premiums over $1,000.00 on a single 
risk should be subject to a discount 
of 12'%%, this discount being asked 
for on the theory that the expense of 
a risk does not increase in direct pro- 
portion to the size of the risk, and 
they stated that they did not insist 
upon one set of rates being estab- 
lished. 

The mutual companies objected to 
the factor of 1.10 to offset the effect 
of wage level reductions, and asked 
that the rates be reduced to conform 
to the 1930 experience, which would 
result in a reduction of 9.1%. They 
also objected to the 12'’4% discount 
proposed and asked that only one set 
of rates be approved. 


The Insurance Department sub- 
mitted to the Attorney General’s of- 
fice the question of the validity of 
the proposed 12'%2% discount on the 
excess of single premiums over 
$1,000.00, and also submitted the 
question of whether or not more 
than one set of rates could be ap- 
proved. The Attorney General’s of- 
fice ruled that the 12'%4% discount 
proposal of the stock companies 
would be illegal in Maryland, and 

(Continued on Page 26) 





Fire Reinsurance 
(Continued from Page 14) 


accepting company is entirely free to 
accept or reject and must underwrite 
the business with the same care as it 
uses with direct business. This type 
has become generally obsolete, ex- 
cept where unusual conditions call 
for reinsurance coverage which can- 
not be secured under an existing 
treaty. 


(b) Open or Facultative Treaty— 
A definite agreement is made with 
another company to accept or cede 
reinsurance, the original underwriting 
company reinsuring whatever it 
wishes and the accepting company 
having the right to reject any rein- 
surance offered. Under the contracts 
used by most mutual companies 
liability on the accepting company 
attaches from the moment the cession 
is made and the accepting company 
must give notice of cancellation or re- 
jection, which is not effective for five 
days. Many of these agreements are 
made on a reciprocal basis, and in 
some cases a definite amount of busi- 
ness must be ceded. Under this plan 
the details of the reinsurance trans- 
action are governed by the contract 
or treaty and it is only necessary to 
send a short form of notice or report, 
giving the essential details, to effect 
reinsurance. 

This form of agreement is objected 
to by some underwriters on the 
grounds that it still demands the exer- 
cise of judgment in the office of the 
reinsuring company before a decision 
to accept or reject can be reached. 
It also makes it possible for a com- 
pany to reinsure its least desirable 
business, retaining a much higher re- 
tention on the better risks. 


(c) Compulsory or Fixed Treaty 
—This is an automatic agreement 
under which the reinsuring organiza- 
tion receives, under the terms of the 
treaty, a fixed proportion of each risk 
insured. No underwriting judgment 
is required on the part of the accept- 
ing company, and it is sure that it 
shares equally with the original com- 
pany in any good business written. 
It makes the reinsuring company 
strictly a financial agency whose 
assets and surplus are placed behind 
those of the original company to in- 
crease its capacity. This form is 
used where the parent company of a 
fleet reinsures a large part of the 
liability of the subsidiary companies. 
It is also the form used by the pro- 
fessional reinsuring companies who 
are not in a position to underwrite 
the business ceded to them without 
considerable expense and feel that 
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only in this way can they be assured 
of equal participation in the good 
business as well as the bad. 


SSA 
Excess Reinsurance 

XCESS reinsurance contracts are 

tailor-made to fit the require- 
ments of the individual company. 
The aggregate net retention of the 
ceding company should bear a very 
definite relation to the financial 
strength and the premium income of 
the company, with special attention 
to surplus. The amount of protec- 
tion needed will depend upon the 
estimated aggregate net liability that 
a company may have subject to one 
conflagration in the case of fire and 
to one windstorm or cyclone in the 
case of tornado insurance. The pre- 
mium which will be paid varies ac- 
cording to the retention of the com- 
pany, the amount of cover, the hazard 
insured and the type and volume of 
business written by the company. 
Catastrophe covers are generally 
written for one year, terminating 
completely on the expiration of the 
policy and does not continue, as does 
most share reinsurance, to protect the 
underlying policies then in force until 
their natural expiry. 

OSD 
State Laws 

‘THE importance of reinsurance, 

and in some states the necessity 
for it, have been recognized by the 
various legislatures. The amount of 
net liability a company may assume 
on any one risk is often limited by 
statute, which would make reinsur- 
ance necessary if the company wishes 
to issue a policy for a larger amount. 
lor example, Chapter 175, Section 21 
of the Massachusetts law provides: 

“No company shall insure in a single 

risk wherever located, excepting transpor- 
tation, inland navigation and ocean and 
coastwise marine risks, a larger amount 
than one-tenth of its net assets, unless it 
has reinsured, as provided in the preced- 
ing section, the excess over said limit to 


take effect simultaneously with the original 
contract.” 


Having made reinsurance neces- 
sary by such limitations, the legis- 
latures have in eleven states forbid- 
den that such reinsurance be placed 
in unauthorized or unlicensed com- 
panies. In many of the others it is 
provided that unlicensed companies 
may be used subject to the approval 
of the Commissioner of Insurance. 
It is often provided that credit for 
reinsurance in determining the 
amount of the reinsurance reserve 
can only be taken if the companies in 
which it is written are authorized to 
operate within the state. 


Portfolio: Reinsurance 
O DISCUSSION of reinsur- 
ance would be complete with- 


out some mention of portfolio rein- 


surance. This occurs when a com- 
pany is suspending operations entirely 
or is withdrawing from a territory 
in which it has previously operated. 
The reinsuring company takes over 
the entire business and carries it to 
maturity. If the original company 
retires from business the insured 
deals directly with the accepting com- 
pany in the settlement of any loss, 
instead of with the original writing 
company. Akin to portfolio reinsur- 
ance is the practice of insuring 100% 
of a company’s risks as written. 
Under such an arrangement the 
original company is really reduced to 
the status of an underwriting agency, 
since all losses are paid by the rein- 
surer and there is no actual loss to 
the original company as long as the 
reinsurer is solvent. 


It is obvious that the same consid- 
erations which lead the property 
owner to insure and the direct writ- 
ing company to reinsure may operate 
against the reinsuring company. In 
that event it will probably wish to 
pass on part of its liability to another 
company. This process of reinsur- 
ing reinsurance is known as retroces- 
sion and is used almost daily by the 
underwriter of the reinsuring com- 
pany as he adjusts the total liability 
subject to loss in a single fire to the 
financial strength and risk carrying 
capacity of the company. 


HE object of reinsurance and 

retrocession is to spread the risk 
of loss over as many companies as 
possible, making it easier for each 
one to bear its part of the burden. 
A total loss on a large building where 
there are high values and a hazardous 
occupancy, which means a small net 
retention, will probably be paid in 
part by over half of the policyholders 
in the United States and by thousands 
of people in Europe and Asia who 
never even heard of the town where 
the fire occurred. Reinsurance and 
retrocession are the logical carrying 
out of the fundamental insurance 
principle with which we opened this 
article, since by spreading the risk 
over as many individuals as possible 
they guarantee that the original pol- 
icyholder will pay only the average 
loss cost. 


U. A. Gentry New 


Arkansas Commissioner 


HE appointment of U. A. Gentry 

of Hope, Ark., as insurance com- 
mission of Arkansas, to succeed A. 
D. Dulaney, has been announced. Mr. 
Gentry is a well known attorney and 
has served in both branches of the 
Arkansas legislature. 
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NEW DECISIONS CLARIFY LAW 
GOVERNING INSURANCE PROBLEMS 


OLLOWING are some interest- 

ing decisions recently rendered 
by the courts of the land on insur- 
ance problems. 

The Louisiana State Supreme 
Court in the case of the Lighting Fix- 
ture Supply Company vs. The Pacific 
Fire has held that the Louisiana 
valued policy law applies only to 
property “Immovable by Nature” and 
not to betterment and improvement. 
The Supreme Court originally ren- 
dered an opinion in favor of the fire 
company, which took the position 
that the Lighting Fixture Supply 
Company as tenants had an interest 
in the fire policy only to the extent 
of the value of the unexpired term 
of the lease, and of the value of use 
of the fixtures and improvement. 

In announcing its decision the 
court hinted that fixtures became im- 
movable by nature. The supply com- 
pany asked for a rehearing and pre- 
sented a brief claiming that the valued 
policy law on this basis should apply 
to betterments of improvement. This 
contention has just been denied. 

Fraudulent Loss Report Blocks 

Recovery 

HE Globe & Rutgers Fire Insur- 

ance Co. has successfully de- 
fended a suit brought by tthe Com- 
mercial Factors Corp., in the Su- 
preme Court of New York County, 
on the grounds that a fraudulent loss 
report was filed by the company 
whose property was destroyed. The 
insured based the proof of loss upon 
a book statement from the records of 
the company build up upon a basic 
physical inventory supposedly taken 
March 1, 1930. The inventory was 
attacked upon the trial. It was con- 
tended by the defendant’s counsel 
that such inventory never had a valid 
inception; that it had never been 
taken, and that while it showed to all 
intents and purposes bona fide details, 
it nevertheless was fictitious and 
made solely for credit purposes. 
Upon the trial it appeared that the 
sprinkler system was in first class 
order, the fire itself was small and 
confined to a comparatively small 
portion of the stock, that the firemen 
arrived promptly and that the de- 
struction of stock was slight. It was 
further shown that the day after the 
fire an inventory, now in the posses- 
sion of the insurance company, 
showed goods actually in sight to 
be the extent of only about sixteen 
hundred dollars. 

Hence it was urged before the jury 
that the claim that about twenty 


thousand dollars worth of goods was 
burned out of sight without trace was 
an absurdity. 

In his instruction to the jury Mr. 
Justice Shumuck stated that the 
statutory policy must be observed as 
a contract between the parties and 
that the jury could not waive aside 
the penalty therein contained for 
fraud, false swearing and gross exag- 
geration of value however large or 
small they believe the loss to be, if 
they primarily believe that the loss 
was wilfully exaggerated to an ex- 
tent out of all reason with the intent 
to defraud they must render a ver- 
dict for the insurance company. 
After deliberating for an hour the 
jury returned a verdict in the insur- 
ance company’s favor. 

DO> 


HE following cases have been 

summarized by the Commerce 
Clearing House, Inc., and are pub- 
lished by its courtesy. 


Agent’s Personal Liability 

The appellee desired insurance on 
certain farm buildings owned by him, 
and discussed the matter with the ap- 
pellant, White, who testified that he 
was at that time a field man for the 
Houston Insurance Agency, and J. A. 
Wilkinson, a partner in the same com- 
pany. He was informed by Wilkin- 
son that they did not represent a com- 
pany that would write the insurance, 
but that they could furnish him ap- 
plication blanks. These were filled 
out by an employee of the Houston 
Insurance Agency, signed by the ap- 
pellee, and mailed from the office of 
said agency. The appellee thereupon 
delivered to White a check for the 
premium, payable to the Houston In- 
surance Agency, and this check was 
cashed for the agency by Mr. Wil- 
kinson. A few days thereafter the 
Houston Insurance Agency received 
the policy applied for and endorsed 
thereon “Paid, January 21, 1929, 
Houston Insurance Agency by E. F. 
White,” and then mailed it to ap- 
pellee. 

Held that the acts done by these 
insurance agents clearly bring them 
within the terms of Section 5196, 
Code of 1930, defining insurance 
agents, and, by virtue of the provi- 
sions of this act, they must be held to 
be the agents of the companies issu- 
ing the policy. And since it is ad- 
mitted that these companies were not 
authorized to do business in this 
state, section 5197, Code of 1930, fixes 
a personal liability upon them on the 
contract of insurance so unlawfully 
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made by or through them, which must 
be met, unless it can be avoided upon 
some one of the grounds of defense 
pleaded. The first contention of the 
appellants is that the liability sought 
to be imposed by this statute is penal, 
and therefore is barred by section 
2301, Code of 1930, which requires 
all actions and suits for the recovery 
of a penalty to be brought within one 
year after the cause of action accrues. 
This statute is remedial as respects 
the insured and is not embraced with- 
in the terms of the statute providing 
a limitation of one year for the re- 
covery of penalties. Further, an 
effort was made to show that certain 
devisees under the will of appellee’s 
father had died in Texas leaving 
descendants which might have an in- 
terest in the land upon which the 
building insured was located. This 
testimony was too indefinite to raise 
an issue of fact as to the ownership 
of the tract of land upon which the 
insured building was located. Judg- 
ment for appellee affirmed. W#ulkin- 
son et al. v. Goza. Miss. Supreme 
Ct. Decided December 12, 1932. Req. 
No. 78963. 


Misstatement of Ownership 


Suit on a fire insurance policy 
issued to appellee by the appellant. 
The application for the insurance was 
taken by the appellant’s local agent, 
Moseley. The application was filled 
out by Moseley in the presence of 
the appellee, in response to question 
propounded by him to the appellee, 
and was signed, but not read, by the 
appellee. All sixteenth section land, 
part of which is here involved, is 
owned by the state, and is leased, as 
was that on which the building here 
insured was situated, to private in- 
dividuals. 

Held that Section 5196, Code of 
1930, writes out of the application 
and the policy the limitations on the 
common law liability of the appellant 
growing out of Moseley’s acts in ob- 
taining the application for the policy. 
The question then is, Is the policy 
void because of the provision therein 
that the insured’s title to the property 
must be sole and_ unconditional 
ownership in fee? Since the appellee 
had only a leasehold interest in the 
property, the court will assume that 
the policy is void, unless the appel- 
lant is estopped from invoking the 
sole and unconditional ownership 
provision of the policy, because of 
Moseley’s knowledge of the appellee’s 
limited interest in the property. The 
provisions to the contrary in the ap- 
plication and policy here under con- 
sideration are written out of them by 
Section 5196, Code of 1930, and the 
appellant must be charged with 
Moseley’s knowledge, and therefore, 
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it waived, or is estopped from plead- 
ing the provision in the policy that 
it should be void if the insured’s title 
was not such. Judgment for appellee 
affirmed. Home Insurance Company 
of New York v. Thornhill. Miss. 
Supreme Ct. Decided December 12, 
1932. Req. No. 78958. 


Building on Wrong Lot 

Held that when there is no conduct 
of an insurance company constituting 
estoppel or fraud, the obligation as- 
sumed by it to a mortgagee upon at- 
taching the “standard mortgage 
clause” to an insurance policy, 1s 
prospective. When the mortgagee 
has no interest in the insured prop- 
erty, the “standard mortgage clause” 
attached to the insurance policy in 
its favor is invalid. Here, Mrs. Mel- 
ton was the owner of a town lot 
No. 7. Her husband erected a house 
for her on the adjoining lot, No. 6, 
to which she had no title, under the 
impression that the structure was on 
lot No. 7. The building was insured 
for her with the defendant. She exe- 
cuted a deed of trust on lot No. 7 
to secure payment of $1,000 bor- 
rowed from plaintiff. Sometime later, 
the defendant attached the mortgagee 
clause to the policy, in favor of plain- 
tiff. The house was destroyed by fire 
during the term of the policy. Mrs. 
Melton brought an action against de- 
fendant, which failed because of a 
provision in the policy that it should 
be void “if the subject of insurance 
be a building on ground not owned 
by the insured in fee simple.” See 
Melton v. Ins. Co., (1931 CCH, page 
3,018) 110 W. Va. 73. The plaintiff 
takes the position, however, that the 
mortgagee clause conferred on it an 
independent and absolute right of 
recovery in case of loss by fire. The 
plaintiff has no case. Reversed and 
remanded. Imperial Building and 
Loan Assn. v. Aetna Insurance Com- 
pany. W. Va. Supreme Ct. of Ap- 
peals. Decided November 22, 1932. 
Req. No. 78801. 


Effect of Void Foreclosure 


The defendant, The Mohawk Fire 
Insurance Company, issued its policy 
of fire insurance, insuring plaintiff 
against loss by fire upon a dwelling 
house owned by him. On December 
25, 1929, the dwelling house was 
totally destroyed by fire. The defense 
pleaded was in substance that, in 
May, 1928, plaintiff gave a mortgage 
on the premises to one Fuller; that 
there was default in payment and a 
foreclosure sale under this mortgage 
on November 20, 1928, to Fuller; 
that there was no redemption, and 
that therefore plaintiff had no inter- 
est in or title to the property at the 
time of the fire. 
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Held, that the fact that the fore- 
closure record, including the sheriff's 
certificate, was filed and entered in 
the office of the register of titles, 
does not aid the defendant, for those 
papers show on their face the invalid- 
ity of the foreclosure sale. Hence, 
at the time of the fire, the plaintiff, 
on the record and in fact, was the 
owner in fee of the premises, subject 
only to the mortgage, which had not 
been foreclosed and which has since 
been paid and satisfied. Defendant 
seeks to avoid the otherwise inescap- 
able result by presenting a curative 
act, chap. 378, L. 1929. The act was 
approved over five months after the 
foreclosure sale. The notice of sale 
was a prerequisite to any valid sale, 
and, as to plaintiff, the curative act 
is unconstitutional. It attempts to 
deprive the owner, in possession, of 
his vested right and title to the prop- 
erty. A judgment in an action be- 
tween the owner in possession of real 
property and one claiming rights 
therein under a void foreclosure sale, 
when such judgment is properly regis- 
tered and declares the foreclosure 
void and adjudges title in such owner, 
becomes a link in the owner’s chain 
of title and is admissible in evidence 
even against a stranger to the judg- 
ment. Such judgment, entered long 
after the date when title is in issue, 
does not bar a stranger thereto from 
showing, if he can, that on the prior 
material date, the adjudged owner 
had no title. The judgment having 
been entered more than a year after 
the fire and defendant being a 
stranger to it, the defendant should 
not be held to be barred thereby from 
showing that plaintiff had no insur- 
able interest in the property at the 
time of the fire. However, defend- 
ant failed to so show. Judgment for 
plaintiff affirmed. Fuller v. Mohawk 
Fire Insurance Company, Minn. Su- 
preme Ct. Decided December 9, 
1932. Req. No. 78271. 


Maryland Compensation 


Rates 
(Continued from Page 23) 


further ruled that only one set of 
rates could be approved. 

It accordingly follows that the 
12'%4% discount cannot be approved, 
and only one set of rates can be 
established. 

A hearing on the question of the 
rates to be approved by this Depart- 
ment was held, representatives of 
both the stock companies and mutual 
companies were heard, and after 
careful consideration I have con- 
cluded to approve and continue in 
effect the present rates. 

It is certainly true that wages have 
declined materially in the past year, 
and are still declining, and it is 
equally true that wages adversely 
affect compensation insurance car- 
riers. The stock companies which 
write about 80% of the compensa- 
tion business in Maryland, have con- 
tinuously lost money on compensa- 
tion insurance, and under existing 
conditions it seems to me that the 
wage factor which they ask for 
should be allowed. 

Iam not unmindful of the neces- 
sity incumbent on companies writing 
compensation insurance to exercise 
the strictest economy and I wish to 
particularly point out to them the 
need of reducing as far as possible 
the acquisition costs, and of taking 
more practical steps to materially 
curtail the rising medical costs, and 
unless some attention is given these 
matters at once, and some reduc- 
tions secured, this Department re- 
serves the right to re-examine the 
question of rates in the near future. 

The present compensation insur- 
ance rates now effective in Maryland 
are accordingly approved, subject to 
the further order of the Commis- 
sioner of Insurance. 


(Signed) William C. Walsh 


Insurance Commissioner 








Van Schaick Address 
(Continued from Page 23) 


man was living in his own home or 
on his own farm, keeping the prop- 
erty in a fair state of repair, there 
would be no forcing process. Where, 
however, by the attitude of junior 
mortgagees or other circumstances 
the collateral behind the joan was 
jeopardized, companies would be 
compelled to take action to conserve 
their security. Each case must stand 
on its own merits. All through the 
depression complaints against insur- 
ance companies under the jurisdiction 


of the New York Insurance Depart- 
ment in the forcing of mortgages 
have been negligible. 

The recent announcement relative 
to farm mortgages is far from any 
revolutionary attitude but in accord 
with this well established construc- 
tive, sympathetic action of insurance 
companies. Such action, of course, 
is based upon confidence in the fu- 
ture. It is not a mere hope. Neither 
is it idle speculation. Confidence in 
real estate as the fundamental secur- 
ity of the country continues to be 
held by our great financial institu- 
tions because it is the most permanent 
and useful of possessions. 
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Although Considered Valueless by Burglars Expiration Records Are Prized by Agents 


Agency Records 


(Continued from Page 10) 


It is not clear that the insurer can 
enjoin the former agent from induc- 
ing cancellation of its policies, even if 
it can make him refund a pro rata 
part of the commission. Nor is it 
clear that the right to the latter exists 
in case of life insurance .policies, 
which are non-cancellable and pay 
nothing in case of lapse at the end 
of the first year. Such problems 
should not be left to the courts to 
decide. The agency contract should 
contain an explicit provision as to 
the refund of commissions in case of 
cancellation or lapse by the insured"*. 


As between the insurer and the 
agent, the bone of contention has 
been the customer lists, that is, the 
expiration records. It is a general 
rule of law that the employer’s list 
of customers is a trade secret which 
the employee is not privileged to 
copy for his own use. He can be 
restrained by injunction (an order of 
a court of equity the violation of 
which is punishable as a contempt of 
court) from using a copy, made with- 
out the employer’s knowledge or con- 
sent, in soliciting customers after he 
has gone to work for someone else. 
This is the rule applied to an ordi- 
nary employee, such as a clerk in a 
store, who works under the employ- 
er’s immediate supervision and uses 
the records of the store. To what 
extent is this rule applicable to in- 
surance agents ? 


“See the clause set forth in Aero Ins. Co. 
Rand, 258 N. Y. Supp. 381 (App. Div., 1932). 


The Supreme Court of Alabama 
declared recently that this duty of the 
agent to his employer was so firmly 
established that no usage could alter 
it’. There are many other factors 
in that case which cast doubt upon 
the court’s sweeping statement. The 
agent sued the casualty company for 
$50,000 because it had used his re- 
ports in soliciting through his suc- 
cessor. The agency contract was a 
beautiful job, from the company’s 
point of view. It bound the agent to 
serve no competitor, and it required 
the agent to deliver to the company, 
on demand, all letters and applications 
received, records and other docu- 
ments and papers, or copies of the 
same, which were to be and remain 
the exclusive property of the com- 
pany. The court properly ruled out 
proof of a usage contrary to the ex- 
press terms of the contract. Under 
such a contract the company might, 
it seems, enjoin the agent from using 
a copy taken from his reports to it; 
such an agent’s legal status is no 
different from that of the laundry 
driver, who can be enjoined from 
using a customer list copied from 
that of his former employer. 


> 


N THE absence of an air-tight 

contract, the legal status of an 
insurance agent depends upon the 
degree of his dependence upon the 
particular company in question. If 
he is not allowed to place with com- 
peting companies risks which his em- 
ployers would be willing to take, and 
especially if his employer leases quar- 


15 Arrant v. Georgia Casualty Co., 212 Ala. 309, 
102 So, 447 [1924] 


ters for him and contributes to the 
expenses, he is much more likely to 
be treated by the courts as an em- 
ployee in the employer’s office than 
as an independent agent. Thus a 
firm of casualty insurance agents who 
occupied free office space in the in- 
surance company’s building, and were 
allowed to place with other companies 
only those risks which that company 
would not insure, were compelled to 
restore to the company the daily re- 
ports which they secretly removed 
from the building when they ter- 
minated the agency’®. The court 
emphasized the fact that the daily re- 
ports were sent by the company to the 
agents when policies were issued in 
accordance with reports sent in by 
the latter, and concluded that these 
papers were not gifts ; hence they con- 
tinued to belong to the company 
though in the agent’s possession. It 
is believed, however, that the mere 
ownership of the paper is not con- 
trolling, as will be pointed out 
further on. 


In this case the company succeeded 
only in getting possession of the daily 
reports. The company’s plea that the 
agents be enjoined not to solicit any 
person mentioned in said reports was 
flatly refused on the ground that the 
agents were entitled to the benefit of 
the business which they had created. 
The referee in his report to the court 
upheld the right of the agents to use 
any information which they origin- 
ated, even though the same informa- 
tion was contained in the report 


16 Fidelity & Casualty Co. v. Frederick Mark & 
Sons, Journal of Commerce [N. Y.] July 16, 1923 
[Decision of Referee Hotchkiss]; ibid April 7, 1924 
(decision of Appellate Division of Supreme Court, 
affirming decree entered on referee’s report). 
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which they sent to the company. The 
company’s victory thus extended to 
two of the three assets mentioned 
above: the customer lists (reports) 
as physical objects, and the informa- 
tion to be derived from them ex- 
clusive of the documents created by 
the agent. 

A fire insurance agency, though 
conducted by and in the name of an 
incorporated agent, was held to be a 
branch office by a decision of a 
Federal court in Baltimore, and was 
ordered to deliver to the insurer, after 
termination of the agency, all daily 
reports and segregated insurance data 
relating to any policies which were 
issued by the insurance company 
during the past five years, and which 
were produced by solicitors, then in 
the agent’s employment, who had 
since elected to continue in the employ 
of the insurance company’. The 
decree also prohibited the use by the 
defendants (the agents) of any of 
the agency records relating to the 
company’s business, in competition 
with such solicitors of the insurance 
company. Again the insurer’s vic- 
tory was not a sweeping one; in fact, 
the decree seems based on a recogni- 
tion that the solicitors employed by 
the agent had, as against the agent, 
a right to the information of their 
creation, which they could confer 
upon the company by entering into a 
direct employment relation with it. 

Fire insurance agents who rep- 
resent several companies have for 
many years fared better at the hands 
of the law. Among the decisive fac- 
tors have been, the absence of any 
contractual provision reserving the 
company’s right to the expiration 
lists, the usage arising from tacit re- 
cognition by the companies that the 
lists are the property of the agent, 
the fact that the insured trusts the 
agent to select the company from 
among those which he represents, and 
the independence of the agent with 
respect to the profits or losses of 
the agency. All of these factors were 
relied upon in the New York case 
upholding the agent’s right to keep, 
and to use freely, the expiration 
record which he had copied from the 
daily reports sent to the home office 
of the company'*. The company 
which brought the suit claimed 
ownership of the expiration register 
because they furnished the agent the 
book in which it was kept. But the 
court construed this to be a gift to 
the agent to encourage him to favor 
this company with business. Modern 
law recognizes that the ownership of 
the paltry paper and ink is not de- 
cisive where labor is vastly more im- 


17 National Liberty Ins. Co. v. Rolker, Journal of 
Commerce (N. Y.) April 21, 1923. 

1® National Fire Ins. Co. v. Sullard, 97 App. Div. 
233, 89 N. Y. Supp. 934 [1904]. 
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portant than materials in producing 
the finished product. The court in- 
timated that the agent was not en- 
titled to keep the copies of his daily 
reports to the company; yet there 
was no decision on this point, since 
the agent voluntarily returned these 


copies before the trial. 
QOa 


VEN the carbon copies of daily 

reports were held to be the prop- 
erty of the agent by a decision of a 
Federal court in Kentucky. A fire 
insurance agent became bankrupt, and 
several companies which he had rep- 
resented asked the court to order that 
the copies of the daily reports be 
handed over to them. Here again 
the companies were unsuccessful in 
their argument that the person who 
furnishes the raw materials owns the 
product. The court said the blanks 
were given by the companies to the 
agent, and were his property. The 
agent kept no duplicate of the carbon 
copies; he used the latter as his ex- 
piration record. The court said this 
indicated he never understood that 
the copies were to belong to the com- 
panies. The trustee in bankruptcy 
was authorized to sell the copies for 
the benefit of the bankrupt’s credit- 
ors'®. Such a sale does not, of course, 
prevent any company from furnishing 
another agent with copies of the in- 
formation contained in the daily re- 
ports which the company possesses, 
nor does it prevent the new agent 
from using the information in com- 
petition with the buyer of the expira- 
tion list. The fire insurance agent has 
no exclusive right to the information 
contained in his expiration records, 
but only to his records as a means of 
using such information. 

The right of the fire insurance 
agent to the expiration lists has been 
strengthened by the position of the 
National Association of Insurance 
Agents. In 1919, and in 1927, this 
organization of fire and casualty in- 
surance agents adopted rules to the 
effect that the agent owns the expira- 
tion information, whether for the 
purpose of sale to another agent or 
for the purpose of excluding the 
company. These rules do not, of 
course, make law for the courts. 
They effect judicial decisions in two 
ways: First, by becoming terms of 
the agency contract made by any 
company which expressly assents to 
be bound by them: second, by sup- 
porting evidence of a usage of the 
business. In a recent Federal court 
case the Association rules were 
quoted as evidence, but in the last 
analysis the court relied upon the 
testimony of 35 witnesses, all men 
experienced in the fire insurance busi- 
ness, as to the usage and common 
In re Chapman, 50 F. (2d) 252 [1931]. 









understanding of that business in 
respect to expiration lists?°. Mere 
paper rules are of no effect unless 
they are acted upon. 

The Association rules purport to 
introduce a curious qualification of 
the agent’s right. The agent is not 
entitled to the expiration information 
if he has been guilty of fraudulent 
practices or if he is in default in his 
settlement with the company. This 
provision sounds like the work of a 
layman, Ordinarily a man’s property 
rights do not depend upon his per- 
sonal rectitude; indeed, most state 
constitutions prohibit forfeiture of 
one’s estate as a punishment for 
crime. To say, then, that the agent’s 
right to the expiration list, acquired 
by years of labor, automatically 
jumps to the company as soon as he 
defaults, is foreign to legal tradition. 
A company having a claim against 
the agent may sue him, obtain judg- 
ment, and have the expiration list 
sold as a part of his assets”*. Other 
creditors of the agent will share in 
the proceeds of the sale, unless the 
company has a lien on the list, that 
is, a preferred claim. Perhaps the 
Association rule is intended to give 
such a lien. 

O30 


he THE case last cited** the court 
apparently gave this effect to the 
rule. A company which had held 
numerous agencies became bankrupt, 
and was in default in remitting pre- 
miums on policies issued by it. The 
fire insurance companies joined in a 
suit to obtain possession of the 
agency records for the purpose of 
collecting overdue premiums from the 
persons insured. They claimed to 
own the records. The court found 
that the agent had become directly 
liable, under its contract, for the pay- 
ment of all premiums on_ policies 
issued by it, and held that the com- 
panies were entitled to the expiration 
records for the purpose of satisfying 
their claims. The defaulting agent’s 
right to the expiration lists, under 
this decision, is qualified by two 
rights of the company: 1. The right 
to use the lists and other records in 
collecting premiums directly from 
the insured. 2. A preferred claim 
upon the expiration list as assets of 
the agent to be used in paying off his 
personal obligations to the companies. 
The latter must be regarded as a 
doubtful right until established by 
further decisions. It was apparently 
ignored by another decision rendered 
the same year**. It is just in theory, 
but will prove awkward in practice. 

2” Alliance Ins. Co. v. City Realty Co., 52 F. (2d) 
271, 277 [D. Ga., 1931]. 

™ Unless, as possibly under some exemption laws, 
the list is exempt as “tools of his trade.” 


22 Supra, note 7. 
23 Supra, note 11. 
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Stock Companies Withdraw 
From Compensation 


ments of the past month in the 

casualty field is the retreat of 
several stock carriers from the field 
of workmen’s compensation insur- 
ance. Following the unfavorable ex- 
perience of the past few years in this 
line it has been predicted that the 
stock carriers would retreat, leaving 
the field to the mutuals who have 
demonstrated their ability to operate 
successfully even under the present 
abnormal conditions. The story has 
now been substantiated in part by the 
action of several companies. 

President Carl M. Hansen of the 
International Reinsurance has an- 
nounced that his company will no 
longer write workmen’s compensa- 
tion insurance in New York State. In 
his statement President Hansen said: 

“On the present basis of writing work- 
men’s compensation risks it is clear that an 
underwriting loss is a foregone conclusion ; 
that no hope can be entertained for the 
success of any efforts, as we see it, to mod- 
ify the rating program to take into ac- 
count the fact that wages are continually 
on a decreasing scale, whereas compensa- 
tion payments are remaining stationary 
with the result that in many instances com- 
pensation payments are today greater than 
a week’s wages, placing thereby a pre- 
mium on disability.” 

A few days after the Hansen an- 
nouncement President A. Duncan 
Reid of the Globe Indemnity sent a 
letter to his agents in which he de- 
clared that in the future compensation 
would be considered an accommoda- 
tion line and only accepted from 
agents who were producing a profit 
for the company. He discusses the 
situation at length, saying: 

“Our greatest present problem arises 
from the writing of workmen’s compensa- 
tion insurance. Notwithstanding their urg- 
ent need, all the efforts that have been 
made to secure increased rates, the com- 
panies have been generally unsuccessful in 
obtaining the approval of supervising of- 
ficials to the necessary increase. Even 
prior to the past three years the com- 
panies as a whole were sustaining a definite 
underwriting loss in compensation, the loss 
ratios showing a definite upward curve 
year after year. 

“The Globe’s policy is: To continue 
writing compensation only for those pro- 
ducers who merit this accommodation be- 
cause of the profit we have made or have 
good reason to expect to make on their 
business as a whole. Our total volume of 
compensation must be reduced but we will 
endeavor to serve the needs of those whose 
business justifies such consideration. We 
are analyzing results and conditions in each 
state and we hope these facts, together with 
our agency experience figures, will enable 
us to deal intelligently and fairly with the 
Problem of the individual producers.” 

_ Another straw to show the direc- 
tion of the wind will be found in the 


O NE of the outstanding develop- 


National Underwriter of March 2nd, 
where it is announced that a large 
stock casualty company intends to cut 
its compensation business in half. The 
following stringent underwriting re- 
quirements are laid down: 

1. No business will be accepted 
from any representative of any other 
company or broker trying to place 
a line on account of a previous car- 
rier’s nonacceptance, nor from any 
agent of the company unless his other 
business is profitable. 

2. Nosmall risks unless the prem- 
ium is twice the minimum, except in 
private residences. No compensation 
will be taken for contracting business 
unless the premium is $250 and none 
on roads and streets, sewer and rail- 
road construction unless the premium 
is at least $500 and the company gets 
the contract bond. 

3. Every new risk must be ac- 
companied by a new risk memo- 
randum. Risks will be turned down 
unless an equal amount of premium 
in other lines is received from the 
same assured. If the assured has 
other business in other companies, 
it must be turned over on expiration. 

4. No equity rating will be al- 
lowed. 

5. Renewals will be scrutinized 
most carefully. 

Some of the stock companies ap- 
parently will now operate on the as- 
sumption that they are doing the as- 
sured a favor by writing his com- 
pensation insurance. If all will fol- 
low the change set forth in item No. 4 
above, there is bound to be a decided 
change in underwriting results. . The 
failure to collect manual rates here- 
tofore has undoubtedly been respon- 
sible for a large part of the claimed 
underwriting losses. We suggest again 
that serious consideration be given to 
the program for reform suggested by 
the mutual carriers more than a year 
ago as follows. 

(a) A method of centralized 
audits or at least centralized test 
audits should be put into force. 

(b) An extensive consolidation 
of manual classifications should be 
made. 

(c) An agency should be set up 
for administering rates in non-regu- 
lated states. 

(d) Action should be taken look- 
ing towards a curbing of medical 
costs. 

(e) Action should be taken look- 
ing towards a method for rating the 
occupational disease hazard. 
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Affirm Legality of Mutual 
Insurance for Public Property 


The Attorneys General of Virginia 
and Oklahoma have ruled that public 
corporations, such as school districts, 
may insure their property in mutual 
companies where the assessment 
liability is limited to a definite amount. 
The Virginia Attorney General 
writes: 

“The answer to this question de- 
pends entirely upon the terms of the 
policy. If under the policy the policy- 
holder assumes the possible burden 
of having unlimited assessments 
made against him, then the county 
cannot take such a policy of insur- 
ance. If, on the other hand, the 
policy limits the question of assess- 
ment to a certain specific and addi- 
tional premium, then the insurance 
may be taken.” 

This opinion, made upon the re- 
opening of the question by the Amer- 
ican Mutual Alliance, supersedes 
opinions previously given wherein it 
was held that the right of public cor- 
porations to insure in mutual com- 
panies was limited to those companies 
issuing non-assessable policies. It is 
in accord with similar decisions in 
Tennessee, Texas, Montana and the 
recent opinion in Oklahoma. 

The Oklahoma opinion was ren- 
dered February 19, 1933, and holds 
that municipal corporations, including 
school districts, may insure their 
property with a mutual insurance 
company, where the policy provides 
in addition to a cash premium a 
maximum or limited contingent liabil- 
ity. This opinion points out that in- 
suring public property in a mutual 
company does not constitute a lending 
of public credit to the company in 
violation of the Oklahoma constitu- 
tion. 


These recent opinions make any 
further opposition to mutual insur- 
ance for public property on legal 
grounds almost ridiculous. It is 
worthy of note that no Attorney 
General has decided against the 
mutual position after holding a full 
and open hearing on the question. 
Courts of last resort have uniformly 
held that public property may be in- 
sured in mutual companies. 


Livingston CHARLES T. 
Heads Lloyds LIVINGSTON 


of America has resigned as 
Michigan insur- 
ance Commissioner to become presi- 
dent of Lloyds of America, the com- 
pany recently organized by Mr. Julius 
Barnes. 
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Driver's License Law 
(Continued from Page 15) 


Licenses must be signed by the per- 
son to whom issued and chauffeur’s 
licenses must have affixed thereto a 
photograph of the licensee. 


Licenses ordinarily expire annu- 
ally. They are issued for a fee of 
from 25c to $5.00, which fees are 
designed solely for the purpose of 
enforcing the act and are not a tax. 

All courts must report convictions 
to the Commissioner of Motor Ve- 
hicles. 

Licenses are revoked upon convic- 
tion of manslaughter resulting from 
the operation of a motor vehicle ; op- 
erating a motor vehicle while under 
the influence of intoxicating liquor 
or narcotic drug; perjury under the 
Motor Vehicle laws ; upon conviction 
of any crime punishable as a felony 
under the motor vehicle laws, or any 
other felony in the commission of 
which a motor vehicle is used and 
conviction of a driver involved in an 
accident resulting in death or injury 
for failing to stop and disclose identi- 
ty at the scene of the accident. 


Licenses may be suspended when 
the commissioner has reason to be- 
lieve that a person has committed any 
of the offenses stated above; that he 
has by reckless or unlawful operation 
of a motor vehicle caused or contrib- 
uted to the cause of an accident re- 
sulting in death, injury or serious 
property damage; incompetency to 
drive, or afflicted with mental or 
physical infirmities, or disabilities 
rendering it unsafe for him to drive; 
or that such person is an habitually 
reckless or negligent driver, or has 
committed a serious violation of the 
motor vehicle laws of the state; or 
upon conviction, or forfeiture of bail 
upon charges of reckless driving 
within the preceding twelve months’ 
period. A person is entitled to hear- 
ing in case of suspension before sus- 
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pension may be had, and non-resi- 
dents’ licenses are suspended or re- 
voked for the same reasons for which 
the licenses of residents may be sus- 
pended or revoked. 


In the event a license is revoked, a 
subsequent license cannot be issued 
within a year. 


The misuse of the license is de- 
clared a misdemeanor and subjects 
the owner to loss thereof, as well as 
a penalty therefor. 

Making false affidavit; causing or 
permitting an unlicensed minor to 
drive an automobile; employing an 
unlicensed chauffeur ; authorizing one 
to drive in violation of the act or 
driving while license is suspended or 
revoked, are declared unlawful. 

Penalties prescribed are those for 
misdemeanors except in the case of 
making false affidavit under the 
terms of the act, which is a felony. 


Mandatory imprisonment and a 
fine in addition are imposed for driv- 
ing while a license is suspended or 
revoked. 

Experience has shown that exam- 
ination of new drivers and a strong 
centralized state bureau for adminis- 
tration of the license law are controll- 
ing features in its successful opera- 
tion. Manifestly, also, proper reports 
of violations of the law and convic- 
tions therefor to a centralized bureau 
are indispensable to the successful op- 
eration of such laws. The proper 
reporting of accidents depends upon 
an able and capable police force. 

In addition, the power must be 
conferred upon and exercised by the 
central bureau in the matter of revo- 
cation of the license and some one 
official within the state must be 
charged with responsibility for the 
revocation of the license for cause. 
The acts usually provide that it is 
mandatory upon such official to re- 
voke such license whenever a convic- 
tion for violation of the motor ve- 
hicle acts is reported to him. 


Drivers License STATES which 
Laws Reduce have enacted stand- 
Auto Deaths ard drivers license 

laws have had 31 
per cent fewer deaths from motor ve- 
hicle accidents than would have been 
the case if the number of accidents 
in such states had continued to in- 
crease after enactment of the laws at 
the same rate as they actually did in- 
crease in the non-license states, ac- 
cording to information made avail- 
able by the National Conference on 
Street and Highway Safety. The 
standard drivers license law is now in 
operation in only about a third of 
our states. It is true that twenty-six 
states have driver’s license laws at 
the present time, but only fourteen 
of these, together with the District 
of Columbia, have a type of law which 
provides for proper examination and 
for suspension or revocation for cer- 
tain violations. Such a law experi- 
ence shows, is one sure-fire method 
of reducing highway accidents. 
Motor Vehicle DEATHS in motor 
Deaths Lower vehicle accidents de- 

clined during 1932 
for the first time in history. The 
estimated total for the year is only 
29,500 deaths compared with 33,740 
in 1931. There were 12,542 deaths 
in 1920, 21,877 in 1925. 

This decline in motor fatalities of 
approximately 13% means a saving 
of over 4,000 lives compared with 
1931 and brings the annual total to 
the lowest point since 1928, when 
there were 27,996 deaths. 

North Dakota has the lowest death 
rate, 8.8 per 100,000 population, fol- 
lowed closely by Mississippi with a 
rate of 10.1. Nevada on the other 
hand has a rate of 56.7, California 
39.9 and Delaware 35. Milwaukee 
has the lowest death rate among cities 
over 500,000, Rochester leads the 
second group, Peoria the third. Med- 
ford, Massachusetts, population 
64,300, is the largest reporting city 
to go through the whole year without 
a motor vehicle death. 





Most of Such Scenes Are Caused by Careless or Incompetent Drivers 


- The Silicosis Problem 


(Continued from Page 12) 


is a limitation as to the amount to be 
recovered. In practically all the work- 
men’s compensation acts throughout 
the country, the defendant or re- 
spondent has a right to have the 
claimant examined by competent doc- 
tors at any time before a hearing. 
This right does not inure to the de- 
fendants in most states in the com- 
mon law courts. The payments un- 
der the workmen’s compensation act 
are made on the installment plan and 
not in a lump sum. If a claimant is 
a malingerer, and, with the assistance 
of exaggerating expert doctors, he 
is able to obtain a large award, this 
award is paid on the instalment plan ; 
and should the claimant’s actions and 
movements subsequent to the hearing 
develop the fact that he is not dis- 
abled to such an extent as the award 
indicates, the defendant or respond- 
ent can file a petition before the in- 
dustrial commission to have the award 
cut down and corrected. The peti- 
tion can be followed up by producing 
proper evidence to establish the facts. 
When times are normal even a malin- 
gerer gets tired of malingering and 
goes to work at some occupation that 
will pay him more money than the 
small weekly allowance derived from 
compensation payments. As_ the 
workmen’s compensation acts of the 
various states now stand, the fore- 
going are some of the many benefits 
that will inure to industry by placing 
silicosis completely under workmen’s 
compensation. The first step, there- 
fore, would be to take silicosis claims 
and suits away from the juries and 
out of the common law until such a 
time as proper enactments within the 
scope of workmen’s compensation 
acts can be made to apply more spe- 
cifically to silicosis. 


Our legislatures have had very little 
experience with silicosis, but the law- 
makers of several other countries 
have — particularly the British in 
South Africa. And Canada has its 
silicosis laws. These laws are based 
upon experience and statistics and, in 
many ways, are not perfect. For ex- 
ample, in Canada it is necessary to 
prove thtee years of exposure before 
a claimant can recover. Doctors will 
agree that it is all a question of de- 
gree and ‘also susceptibility. The 
length of exposure cannot very well 
be figured out by a yardstick. It will, 
therefore, be well in framing future 
legislation to procure enactments on 
the situation from various states and 
countries throughout the world and 
also to assemble medical data. It is 
a simple matter from a medical stand- 
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point to estimate specific loss of use 
of any of the members of the human 
body, but considerable difficulty is en- 
countered sometimes in estimating 
the damage done by an injury to the 
spine, and in the case of silicosis it is 
extremely difficult to figure accurately 
the loss which has been suffered by 
particular individuals. Doctors will 
agree that silicosis affects different 
people in different ways, but before 
it is possible to figure percentages of 
disability in a manner that even ap- 
proaches accuracy, it will be neces- 
sary for doctors specializing in this 
and similar diseases to spend consid- 
erable time and study on the situation. 


Under injury claims of various 
kinds the time limit within which one 
may file a claim or suit dates from 
the time of the occurrence or hap- 
pening. In the case of silicosis there 
is in fact no single happening, and 
medical men state that silicosis some- 
times occurs many years after ex- 
posure. It would appear, therefore, 
that some thought and consideration 
will have to be given to the time limit 
within which claims may be filed. The 
time limit is referred to by lawyers 
as the statute of limitations. Another 
question that will arise in specific 
legislation on this subject is the ques- 
tion of exposure of one individual to 
the hazard in several different plants. 
Medical men will undoubtedly agree 
that it is impossible to determine to 
any extent the percentage of silicosis 
received during several different ex- 
posures, varying in length of time and 
intensity of exposure. These last 
thoughts are merely to indicate that 
it will be necessary to have the care- 
ful, joint consideration of capable 
lawyers and experienced doctors on 
these diseases before proper legisla- 
tion can be enacted. It will not do 
to have any haphazard legislation, as 
the matter is so far-reaching that 
the results may be vastly harmful. 


DoOnRLS>> 


HROUGHOUT this article “sili- 

cosis” alone has been mentioned. 
Silicosis is supposed to be a disease 
of the lungs resulting from silica 
dust, and the use of the term would 
indicate that the only dust that is of 
concern to industry is silica dust. 
This, however, is erroneous. There 
are a number of similar diseases: as- 
bestosis, which results from asbestos 
dust ; anthracosis, resulting from the 
breathing of coal dust; siderosis, 
caused by breathing particles of iron; 
chalcosis, caused by the breathing of 
fine particles of copper. There are 
probably a great many other disease- 
causing dusts that have not occurred 
to anyone interested in this situation 
at this time, but for the purpose of 
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this article all dust hazards are in- 
cluded. The medical authorities use 
the term, pneuimonoconiosis, which 
literally means “a dusted lung.” This 
word, though fitting, seems rather 
lengthy for the layman and will not 
be practical. It might have been 
proper to entitle this article “The 
Legal Aspects of ‘Dust’” because it 
is intended ta refer to all kinds of 
dust exposure. 


3ecause sickness from dust ex- 
posure is commonly referred to as 
silicosis, there are many industries 
having a dust hazard that are not 
cognizant of the fact and remain in 
ignorance of it until they are greeted 
with a summons. Subsequent investi- 
gation and a conference with counsel 
bring home the fact that there is 
some merit to the suit, and that there 
is also an industry hazard that is go- 
ing to prove expensive. The check-up 
will also often reveal, where there is 
insurance, that because this hazard 
was not known to exist there is no 
coverage for it, and that the problem 
is thus one which the company’s law- 
yers will have to cope with and which 
the company will have to pay for. 


Concluding, the writer wishes to 
emphasize the two _ propositions: 
First, that it is extremely important 
that silicosis and kindred sicknesses 
be taken out of the common law and 
made a part of the workmen’s com- 
pensation acts of various states; and 
second, that later legislation should be 
well considered and should have the 
benefit of thorough study and re- 
search by capable and skilled medical 
men as well as the attention of law- 
yers fully cognizant of the needs and 
with original ideas as to the proper 
remedy. 


THE National 
Council on 
Compensation 
Insurance is filing with various state 
insurance departments for approval 
a revised occupational disease pro- 
gram with the recommendation that 
it become effective February 28, 
1933, on new and renewal policies. 
In twelve states and the District 
of Columbia and on business writ- 
ten under the United States long- 
shoreman’s Act approval of the 
state authorities is not required and 
the revised program will become oper- 
ative on Feb. 28th. These States are 
Alaska, Connecticut, Idaho, Illinois, 
Indiana, Iowa, Louisiana, Michigan, 
Montana, Nebraska, New Mexico 
and Rhode Island. The revised pro- 
gram and the rates suggested in ac- 
cordance with it for Iowa, Nebraska, 
and Indiana are advisory only. 


Revise Occupation 
Disease Procedure 
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Retail Hardware Mutual Fire Insurance Co. 





JouRNAL OF AMERICAN INSURANCE 


Federal policies combine all the 
features that make desirable in- 
surance contracts. The Federal 
organization is sound — its loss 
paying record prompt and equit- 
able —its service nation-wide. 
The net cost to the policyholder has 
always been kept at a minimum. 
The Federal companies have been 
in successful operation more than 
33 years. They are the only mutual 
fire insurance companies licensed 
in every state (Best's Insurance 
Guide 1932). Their record has 
been one of steady progress. 


An American 23 Institution 


Minneapolis, Minn. 
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F’ederal Hardware 
& Implement Mutuals 


Federal Department Offices: 


Minneapolis, Minn. 
Newark, N. J. 
Owatonna, Minn. 


Atlanta, Ga. 
Boston, Mass. 
Dallas, Texas 


San Francisco, Calif. 
Stevens Point, Wis. 
Winnipeg, Canada 


Hardware Dealers Mutual Fire Insurance Co. Minnesota Implement Mutual Fire Insurance Co. 
Stevens Point, Wisconsin 


watonna, Minnesota 
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Any Honorable President of Any Stock Company 
Will Tell You That Our Insurance Is O. K. 





CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


*  & 





Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
= Los Angeles, Vancouver, Portland, Spokane. - 
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LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President - - - - Cuicaco, U. S. A. 
: 
Statement at close of business Déceiliber 31, 1932, as reported to Division of 
Insurance, Department of Trade and Commerce, State of Illinois 


market values. The surplus shown*is a true surplus, reflecting the condition 
of the company on the basis of Décember 31st, 1932 actual market values. 


{ Bonds are on an amortized basis. All securities are adjusted to December io 


ASSETS 
U. S. Governnient bonds_____._ 345... _-________ $ 4,223,874.27 
State, province, county and munieipal bonds 4,714,093.89 
Other bonds and stocks 4 867,748.13 
First. mortgage loans on real estate 2,393,741.64 
Cash in banks and‘6n interest 1,297,553.34 
Premiums in transmission 2,143,324.46 
Due on account of reinsurance__- 218,088.78 
Accrued interest 152,299.83 
Other assets 21,056.80 


Total cash assets____________ eae Ss $16,031,781.14 





LIABELITIES 
7,356,908.60 
4,724,669.00 
613,249.30 
1,000,000.00 
Total liabilities and reserves $ 13,694,826.90 
Net cash surplus 2,336,954.24 


$16,031,781.14 











1932 INCREASES 


Premium Income increased $ 791,141.73 to $15,098,377.73 
pT Are increased $ 510,426.57 to $16,031.781.14 

increased $ 215,649.49 to $ 2,726,144.61 
oe es ee, CES Sal A increased $ 116,892.16 to $ 2,336,954.24 
Automobile Premiums _____________.2_— increased $1,203,891.62 to $11.494,692.62 


Paid for losses and returned to policyholders 
in dividends since organization 


over $62,000,000 






































